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FORMORD 

The  seventh  annual  session  of  the  New  England  Institute  of 
Cooperation  was  held  in  the  early  days  of  our  national  and 
regional  experience  with  regulation  and  control.   The  men  who 
could  maice  the  most  important  contributions  to  our  program  were 
extremely  busy  men,  in  some  cases  in  responsible  administrative 
positions,  and  in  some  cases  lacked  the  time  to  prepare  manu- 
scripts for  the  occasion.   V/hile  they  were  perfectly  willing 
to  participate  in  informal  discussions  it  appeared  to  be  only 
proper  that  accurate  reports  should  not  be  kept  of  their 
discussions.    In  respect  to  certain  programs  it  was  felt  that 
only  under  such  conditions  could  free  and  open  discussion  be 
developed  for  the  benefit  of  those  present. 

The  foregoing  will  explain  the  omraission  of  certain  papers 

and  certain  parts  of  the  discussions  listed  in  the  program. 

I.  G.  Davis, 
Chairman  of  the  Institute. 
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Business  Meeting 
of 

THE  NE\7  El^^'GLAIID  INSTITUTE  OF  COO:pLRATION 

Storrs,  Connecticut 
June  20,  19o3. 

The  meeting  was  called  to  order  by  Chairman  I.  G.  Davis  at  11:00 
a.m.  in  Room  206,  Beach  Kail. 

About  thirty  persons  rere  present  and  each  New  England  state  was 
represented. 

There  was  a  discussion  of  the  handling  of  the  proceedings  of  the 
past  meetings  of  the  Institute.   It  vas   suggested  that  the  nui'iber  of 
complete  copies  which  could  be  asserabled  at  this  time  be  ascertained 
and  that  an  estimate  of  the  cost  of  binding  this  nuraber  of  copies  be 
obtained.   It  was  suggested  that  when  this  information  was  gathered, 
several  outstanding  libraries  be  offered  copies  at  the  cost  of  binding. 
It  was  further  suggested  that  the  official  copy  of  the  proceedings 
be  deposited  with  the  oecretarjr  of  the  Institute  for  the  time  being. 

Chairman  Davis  asked  the  Secretary  to  read  the  positions  on  the 
executive  committee  which  must  be  filled  by  election  at  this  meeting 
and  the  names  of  the  persons  i,7ho  had  filled  these  positions  in  the 
past.   The  Secretary  reported  that  the  members  from  Vermont  and 
Rhode  Island  ?fere  to  be  elected,  that  tir.  Carrigan  of  Vermont  had 
been  the  acting  member  from  Vermont  and  LIr.  Corbett  from  Rhode  Island. 
Also  the  two  directors-at-large  were  elected  each  year  and  that  these 
men  had  been  LIr.  W.  P.  Davis  of  the  New  England  liilk  Producers' 
Association  and  r.lr.  Quentin  Reynolds  of  the  Eastern  States  Farmers' 
Exchange. 

The  President  appointed  the  following  nominating  committee: 

Commissioner  E.  H.  Jones  of  Vermont 
Dr.  E.  A.  Perregaux  of  Connecticut 
Dr.  A.  E.  Cance  of  Llassachusetts 

The  Secretary/  reported  that  having  gone  the  rounds  of  the  states, 
it  might  be  well  to  revise  the  by-laws  and  to  bring  them  up  to  date 
on  the  basis  of  the  experience  obtained.   Such  action  might  prove 
helpful  to  persons  in  other  sections  of  the  country  who  were  interested 
in  the  operations  of  the  Nev;  England  Institute  of  Cooperation. 

The  Secretary  moved  that  a  committee  of  three  be  appointed  by  the 

chairman  to  reYiew  and  revise  the  by-laws  and  that  the  chairman  act 

as  ex-officir>  member  of  this  committRR.  Seconded  by  Mr.  R.  D.  Alpin 
of  Vermont.   i/iotion  carried. 

The  chairman  appointed  the  following  committee: 

Dr.  R.  B.  Corbett  of  Rhode  Island 
Mr.  L.  A.  Bevan  of  Massachusetts 
Mr.  A.  L.  Deering  of  Liaine 
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The  nominating  conralttee  subnitted  its  report  as  follows: 

For  Vermont,  Mr.  J.  C.  Carrigan 
For  Rhode  Island,  Dr.  H.  B.  Corbett 
At-large,  Mr.  Vif.  P.  Davis,  iiassachusetts 

Mr.  Quentin  Reynolds,  Massachusetts 

Dr.  E.  A.  Perregaux  moved  that  this  report  be  accepted.   Motion 
seconded  and  carried. 

It  ?/as  moved,  seconded,  and  carried  that  the  Secretary  cast  one 
ballot  for  these  nominations  and  the  chairman  declared  the  above 
mentioned  members  of  the  executive  coiiii.iittee  duly  elected. 

The  treasurer's  report  was  read,  indicating  a  balance  at  the 
beginning  of  the  year  of  §277.08  and  receipts  covering  the  present 
Institute  of  ^335. 00. 

Dr.  E.  A.  Perregaux  moved  that  the  Institute  return  to  the 
organizations  "jhich  have  contributed  to  the  1933  meeting  any  receipts 
above  expenses  in  proportion  as  they  have  contributed.   Seconded  by 
Mr.  H.  B.  Rowe  of  Massachusetts.   Motion  carried. 

Dr.  R.  B.  Corbett  moved  that  the  treasurer's  report  be  accepted 
subject  to  the  report  of  an  auditor.   Motion  seconded  and  carried. 

-Jr.  A.  E.  Cance  suggested  that  the  conuaittee  on  the  by-laws 
provide  for  a  permanent  audit  of  the  receipts  and  expenses  of  the 
institute. 

Chairman  I.  G.  Davis  called  on  Dr.  A.  E.  Cance  to  express  his 
viewpoint  on  holding  the  New  England  Institute  of  Cooperation  each 
year.   Dr.  Cance  made  the  following  suggestions:  That  bi-annual 
meetings  and  second  alternate  meetings  between  northern  and  southern 
New  England  be  considered. 

Mr.  R.  D.  Aplin  stated  that  Vermont  would  welcome  the  Institute 
either  next  year  or  the  year  ftJllowing  depending  upon  when  it  seemed 
wise  to  hold  the  next  meeting  in  northern  New  England, 

There  was  considerable  discussion  as  to  the  points  raised  by  Dr. 
Cance. 

Dr.  A.  E.  Cance  moved  that  the  time  and  place  of  the  next  meeting 
be  decided  by  the  executive  committee.    Seconded  by  Mr.  Robinson  of 
New  Hampshire.   Motion  carried. 

The  meeting  adjourned  at  11:30  p.m. 

Respectfully  submitted, 

Roger  B.  Corbett 

Secretary 
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Meeting 

of 
THE  ECECUTIVE  CORfi.iITTEE 
of  the 
NEW  ENGLAND  INSTITUTE  OF  COOPERATION 

Storrs,  Connecticut 
June  21,  1933 

The  meeting  was  called  to  order  by  Chairman  I.  G.  Davis  at  12:15 
o'clock. 

Those  present  were: 

E.  P.  Rotinson,  New  Hampshire 
Quentin  Reynolds,  Massachusetts 
W.  A.  Munson,  Massachusetts 
R.  D.  Aplin,  Vermont 
M.  D.  Jones,  Maine 
W.  P.  Davis,  Maf^sachusetts 
I.  G.  Davis,  Connecticut 
R.  B.  Corbett,  Rhode  Island 

Mr.  W.  G.  Meal  of  New  Jersey  was  present  as  guest  of  the  Executive 
Committee. 

Professor  I.  G.  Davis  announced  his  retirement  as  chairman,  saying 
that  he  had  allowed  himself  to  be  kept  on  during  the  past  two  years 
because  of  the  coming  of  the  Araerican  Institute  of  Cooperation,  but 
that  he  refused  to  be  considered  as  a  candidate  in  the  future. 

Mr,  Munson  nominated  Dr.  R.  B.  Corbett  of  Rhode  Island.   Seconded 
by  Mr.  Reynolds.   Motion  carried. 

Mr.  Davis  turned  the  chair  over  to  Dr.  Corbett. 

Mr.  Davis  nominated  Mr.  C.  H.  Merchant  of  Maine  as  Secretary- 
treasurer.    Seconded  fey  Mr.  Reynolds.   Motion  carried. 

Mr.  N.  G.  Meal  was  asked  to  act  as  secretary  in  the  absence  of  Mr. 
Merchant . 

There  was  discussion  of  the  time  and  place  of  the  next  meeting  and 
it  was  stated  that  invitations  had  been  received  from  Massachusetts, 
Vermont  and  Rhode  Island  for  1934. 

Mr.  Munson  stated  that  there  was  such  a  keen  interest  in  the 
Institute  and  that  the  values  received  from  it  were  so  great  that  he 
felt  it  was  a  mistake  to  leave  with  the  general  meeting  the  thought  that 
there  might  not  be  an  Institute  in  1934.   This  feeling  was  concurred 
in  by  Mr.  Reynolds. 

Mr.  Munson  moved  that  an  Institute  be  held  next  year,  that  the  plape 
be  selected  on  the  basis  of  the  problems  to  be  net  in  cooperative  market- 
ing in  Neir  England,  and  that  the  decision  be  made  not  later  than  I'ebruaiy, 
1934.   Seconded  by  Mr.  Jones  of  Maine.   Motion  carried. 

The  meeting  adjourned  at  12:30  o'clock. 

(Based  on  notes  ty  W.  G.  Heal,  Acting  Secretary) 
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THE  STATUS  OF  COOPZHaTI'v'E'  "CiULTRY  AM)   EGG  JLAjIKETING  IN  NE/  EWaLAND 

An  Analysis  of  Progrsss  in  Relation  to  Local  Conditions 
Affecting  Methods  of  Organization 

Dr.  Harold  B.  Rowe,  Extension  Economist,  I.Iassachusetts  State  College, 

AiTLherst,  Mass. 

Purpose  of  This  Paper  • 

At  these  annual  sessions  of  the  Ke?if  England  Institute  of  Coopera- 
tion we  have  probably  our  best  opportunity  to  evaluate  recent  cpopera- 
tive  developments,  exchange  experience  among  those  who  are  actively 
engaged  in  our  various  cooperative  enterprises,  crystallize  individual 
ideas  and  generally  advance  our  program  towards  the  goal  of  a  complete, 
coordinated  and  effective  system  of  cooperative  marketing  .for  New 
England  farm  products.   If  we  are  to  riiake  the  most  of  this  opportunity 
it  is  necessary  that  we  all  enter  into  the  discussions,  contributing 
our  own  ideas  and  experiences  and 'maintaining  an  open  mind  towards  the 
various  suggestions  and  criticisms  which  may  be  advanced. 

Since  1920  there  have  been  a  number  of  cooperative  attempts  to 
improve  the  marketing  of  New  England  poultry  products.   Some  of  these 
have  been  very  successful  over  a  period  of  years,  others  have  been  in 
operation  but  a  short  time,  while  still  others  have  gone  completely 
out  of  existence  for  one  reason  or  another.   In  type  they  have  ranged 
all  the  way  from  cooperation  between  the  states  in  the  establishment 
of  uniform  grades,  ana  the  New  England  label  for  the  identification  of 
these  grades,  to  the.  completely  organized  cooperative  ma^-keting  associa- 
tion performing  all  the  services  of  assembling,  grading,  packing,  dis- 
tributing, advertising  and  selling.   Recently'  an  increased  interest 
in  cooperative  marketing  has  developed  among  poultrymen  in  some  sections 
of  New  England. 

This  paper  attempts  to  analyze  the  net  progress  made  through 
these  ventures  as  a  starting-  point  for  a  more  complete  discussion  of 
the  various  plans  which  are  being  used  or  which  are  proposed.   No 
attempt  is  made  to  compare  the  different  cooperative  methods  with 
any  thought  of  showing  that  one  method  is  superior  for  all  of  New 
England,    Instead,  the  principal  emphasis  is  placed  upon  the  problem 
of  choosing  the  method  of  marketing  best  adapted  to  local  condition, 
and  especially  upon  an  analysis  of  the  more  important  conditions 
Yifhich  vary  between  farms  or  between  localities  i-ithin  New  England  and 
make  one  method  satisfactory  in  one  area  while  another  is  more  workable 
in  another  locality „ 

A  few  suggestions  are  given  also  regarding  procedure  in  analyzing 
these  conditions  prior  to  organization.   Throughout  this  paper  I 
have  made  no  r.eference  to  the  problems  of  managing  the  association  once 
it  is  'organized.   That,  of  course,  is  important  once  we  plxinge  into 
cooperative  waters  and  is  a  subject  on  which  many  of  you  have  valuable 
experience  to  contribute.   However,  a  large  part  of  the  New  England 
poultry  industry  is  unorganized  at  present  and  therefore  is  most  con- 
cerned with  the  question  as  to  whether  it  shall  remain  on  the  bank  and 


watch  the  others  sink  or  swim,  or  if  not,  which  of  the  availahle  spring- 
boards, the  various  plans  of  cooperative  marketing,  offers  the  best 
chance  of  avoiding  the  rocks  which  they  know  are  concealed  beneath  the 
attractive  surface  of  the  cooperative  pool.   For  the  benefit  of  this 
portion  of  the  industry  it  seems  to  me  we  should  analyze  carefully  what 
we  have  learned  regarding  the  advantages  of  cooperative  marketing  under 
our  conditions  and  what  factors  should  control  the  choice  of  a  method 
for  a  given  locality.   It  is  with  that  though  that  I  have  developed 
this  paper. 


Marketing  New  England  Eggs 

In  most  of  southern  New  England,  eggs  are  sold  in  closely  adjacent 
markets  where  they  make  up  a  relatively  small  part  of  the  supply  re- 
quired by  consumers.   Eggs  from  northern  New  England  are  shipped  more 
largely  to  the  Boston  market,  where  again  they  constitute  a  relatively 
small  part  of  the  supply.   These  markets  are  among  the  best  in  the 
world  and  a  considerable  portion  of  the  consumer  population  has  a  pre- 
ference for  locally  produced  fresh  eggs  to  the  extent  they  pay  a  sub- 
stantial premium  for  them.   In  this  situation  I  define  the  problems 
of  marketing  as  follows: 

1.  Arriving  at  a  system  of  handling  ?/hich  will  take  the  nearby 
fresh  eggs  to  those  consumers  who  will  pay  the  most  for  them, 
secure  this  premiura  from  the  buyer,  and  return  it  as  fXilly  as 
possible  to  the  procucers.   The  system  should  also  supply  the 
best  eggs  to  those  consumers  who  pay  the  highest  premiums  and 
return  prices  to  producers  which  accurately  reflect  differences 
in  quality, 

2.  Preserving  the  desirable  qualities  of  the  local  product 
through  the  marketing  process. 

3.  Maintaining  and  increasing  consumers'  good  mil  for  local 
eggs. 

4.  Identifying  local  eggs  and  ijreventing  substitution. 

5^     Assuring,  or  guaranteeing,  to  the  consumer  receipt  of  the 
quality  for  which  he  pays  a  premium. 

Perhaps  this  is  an  over-hasty  sumraary  of  the  problem,  but  it 
seems  to  me  that  could  we  arrive  at  a  plan  which  woulu  distribute  the 
best  of  the  nearby  eggs  tc  those  consumers  who  will  pay  the  maximum 
premium  for  them,  return  this  premium  to  the  proaucer  by  operating  at 
minimum  cost,  preserve  quality  until  the  eggs  reach  the  consumer,  main- 
tain and  increase  consumer  good  will  for  the  local  product  and  then 
effectively  prevent  the  substitution  of  other  eggs  for  that  product 
daring  the  process  of  marketing,  we  would  have  set  up  a  system  which 
would  endure  for  a  considerable  period  of  time.   In  any  case  we  may 
consider  briefly  the  principal  deficiencies  of  former  methods  when 
Judged  according  to  the  above  requiiements. 
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Short-Comings  of  Presen_t_jaethods_ 

The  more  important  deficiencies  of  present  aethods,  to  my  mind, 
may  be  summarized  as  follows: 

In  the  first  place  those  methods  which  are  really  effective  in 
reaching  the  desired  class  of  consumers,  and  I  believe  most  forms  of 
direct  marketing  are  relatively  effective  in  this  respect,  are  in  many 
situations  inefficient  and  expensive.   Although  there  is  a  sizable 
group  of  poultrymen  located  very  near  high  class  consuming  centers, 
who  can  retail  very  successfully,  a  much  larger  group  cannot  soil: 
directly  and  would  find  the  method  so  expensive  as  to  be  impracticable. 
In  fact  it  is  an  open  question  whether  many  men  now  selling  at  retail 
could  not  well  afford  to  give  up  their  airect  selling  activities  in 
order  to  devote  the  additional  time  to  their  business.   In  malcing; 
that  statement,  however,  I  must  not  overlook  the  relatively  small  pro- 
ducer who  cannot,  for  one  reason  or  another,  increase  his  production 
to  a  point  where  labor  and  equipment  are  most  efficiently  utilized. 
If  such  a  producer  is  located  favorably,  the  development  of  retail 
outlets  may  represent  his  best  opportunity  to  increase  his  individual 
volume  of  business. 

In  the  second  place,  it  seems  to  me  that  more  economical  methods, 
such  as  sale  through  regular  wholesale  channels,  are  generally  less 
satisfactory  in  other  respects.   i.hile  it  is  true  that  some  wholesale 
units  have  deveiped  extensive  business  in  local  eggs  and  in  some  cases 
through  jobbing  or  retail  outlets  which  reach  the  consumers  who  pay 
premiums,  still  it  must  be  admitted  they  do  not  return  proportionate 
premiums  to  the  nearby  producers.   Furthermore  they  are  subject  to 
criticism  as  to  their  effectiveness  in  preserving  quality,  and  cer- 
tainly they  are  not  especially  effective  in  maintaining  and  increasing 
consumer  good  will  for  the  local  product.   Vhen  we  analyze  the  pro- 
bable reasons  why  the  'vholesale  market  has  not  bean  a  more  satisfactory 
outlet  for  nearby  eggs  we  find  that  such  factors  as  lack  of  volume, 
the  large  number  of  small  lots  with  a  wide  variety  of  grades  repre- 
senting the  ideas  of  individual  producers,  together  with  the  pronounced 
seasonality  of  aipply,  all  have  been  of  considerable  importance  in 
limiting  the  results  obtained  from  the  wholesale  market.   Lack  of  a 
fully  effective  means  of  identification  appears  to  have  resulted  in 
considerable  substitution  which  is  by  no  means  limited  to  the  wholesale 
trade. 

Finally,  I  would  mention  as  an  important  short-coming  of  the 
system  which  has  been  used   the  wide  variation  in  prices  recei-jed  by 
individual  producers  for  eggs  of  similar  quality.   This  is  especially 
noticeable  as  you  move  away  from  the  various  city  markets,  and  to 
me  constitutes  fairly  conclusive  proof  that  present  methods  of  aistri- 
bution  are  relatively  inefficient. 

If  we  accept  my  analysis  up  to  this  point  as  being  substantially 
correct,  then  our  consideration  of  any  specific  cooperative  plan  may 
well  turn  on  the  extent  to  which  it  eliminates  the  aeficiencies  of 
present  methods  and  satisfies  the  first  requirements.   In  orcer  to  do 
this  let  us  see  what  conditions  in  the  New  England  industry  may  impose 
definite  limitations  upon  any  cooperative  plan. 
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Conditions  Establishing  Marketing  Methods 

The  farm  organization,  or  farm  management  set-up,  imposes  an 
important  limitation  upon  the  choice  of  method.   The  seasonality 
of  supply  is  different  for  the  hatchery  man  and  for  the  commercial 
egg-producer.   Also,  the  man  ?/ith  a  small  flock  may  increase  the 
size  and  ■:.  iversity  of  his  business  by  distributing  his  own  product, 
thereby  utilizing  more  efficiently  his  labor  equipment.    In  such  a 
case  the  cost  of  direct  marketing  is  very  much  lower  than  for  large 
plants  where  additional  help  and  equipment  are  required  to  take 
care  of  the  distribution.   Similar  considerations  may  largeljr  de- 
termine v/hether  we  can  persuade  a  producer  to  turn  over  the  task  of 
grading  and  packing  to  an  association  or  whether  we  must  teach  him 
improved  iiiethods  for  use  on  his  o?m  farm.    In  all  probability  he 
will  insist  upon  using  the  cheapest  plan,  and  cost  to  him  may  depend 
upon  whether  he  can  decrease  the  amount  of  labor  or  increase  the  size 
of  flock  cared  for  v/ith  his  present  labor  supply  if  he  gives  over  the 
job  of  candling  and  grading  to  the  association. 

Another  factor  of  importance  is  the  buying  habits  and  prefer- 
ences of  consumers.   The  willingness  of  consuraers  to  go  out  of  their 
way  to  buy  local  eggs  has  been  important  in  the  development  of  direct 
marketing.    It  has  been  a  considerable  factor  also  in  establishing 
the  type  of  trucking  dealer  with  retail  or  jobbing  routes  which  con- 
stitutes such  an  important  part  of  buyer  patronage  at  some  of  the 
local  auction  markets. 

Nearness  to  consuming  centers,  of  course,  affects  the  problem 
of  preserving  initial  quality  and  the  cost  of  direct  marketing.  I 
will  not  comment  further  on  this  point  since  it  is  well  understood. 

Spreads  between  wholesale  and  retail  prices  and  the  different- 
ials between  prices  for  local  and  other  grades  more  or  less  represent 
the  objective  we  have  to  shoot  at  in  eacli  locality.   Since  prices 
and  differentials  vary  considerably  from  one  community  to  another, 
there  is  obviously  a  considerable  margin  available  for  a  cooperative 
to  work  on.   Any  group  contemplating  the  organization  of  a  coopera- 
tive association  should  study  this  situation  rather  carefully  in  advance. 

Finally,  and  a  point  which  is  closely  related  to  the  first  V7hich 
I  mentioned  in  this  series,  is  the  available  voliime.   There  are  few 
if  any  localities  where  a  really  large  volurae  of  eggs  may  be  org-mized. 
Furthermore,  we  cannot  over-stress  the  importance  of  the  seasonality 
in  this  volume.   Perhaps  the  development  of  trade  outlets  for  a  large 
volume  at  one  season  of  the  year  which  must  be  given  up  during  the 
months  of  short  supply,  or  the  development  of  a  market  for  one  quality 
and  size  of  eggs,  only  to  have  to  supply  that  market  v/ith  a  different 
grade  of  eggs,  may  constitute  one  of  the  most  serious  conditions  under 
which  a  cooperative  may  have  to  function.   Certainly  as  I  looked  back 
over  the  papers  which  have  been  presented  at  this  Institute  during 
the  past  six  years,  it  \7a5  noticeable  as  a  factor  most  fre^iuently 
mentioned. 
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Review  of  Plans  in  Relation  to  the  Above  Requirements 

When  running  over  the  experience  with  cooperative  egg  marketing 
here  in  New  England  in  an  attempt  to  evaluate  the  progress  which  has 
been  aade ,  it  seems  to  me  that  various  attempts  have  been  directed  at 
different  aspects  of  the  problem.   Accordingly  I  am  including,  here 
a  few  comf.ients  on  the  principal  projects.   In  mentioning  these 
specific  developments  it  is  my  thought  to  provoke  discussion  rather 
than  attempt  to  formulate  any  definite  conclusions.   Those  conclusions 
I  think  will  be  formulated  in  the  discussions  which  follow  during  the 
remainder  of  this  afternoon's  program. 

The  New  England  Farm  llarketing  Program  I  have  listed  first  among 
the  cooperative  attempts  to  improve  marketing  of  New  England  eggs. 
This  program,  which  is  typified  in  the  Ne\.'  England  label  and  the  uni- 
form state  grades  back  of  that  label,  is  primarily  directed  towards 
preventing  substitution  and  increasing  consumer  good  7/ill  for  the 
local  product  through  identification.   V.ithout  attempting  to  criti- 
cize this  program  at  all,  I  think  we  may  classify  it  here  exactly  as 
did  those  of  us  in  attendance  at  this  Institute  in  Maine  two  years 
ago.   Identification  is  important  but  it  is  only  part  of  the  problem. 
The  New  England  label  has  proven  to  be  an  effective  method  of  identi- 
fying local  products,  but  its  fullest  advantage  to  producers  has  been 
realized  mainly  in  those  instances  where  the  label  is  used  by  a  cooper- 
ative association  ?/hich  supplies  many  services  in  addition  to  the 
identification  of  a  T.ocal  product. 

Something  over  two  years  ago  a  considerable  group  of  Massachusetts 
producers,  recognizing  the  fact  that  they  v/ere  not  securing  the  de- 
sired results  through  use  of  the  label  alone,  attempted  to  add  one  more 
function,  advertising.   Accordingly  the  Bay  State  Egg  Producers' 
Association  was  set  up  for  the  purpose  of  controlling  a  label,  of  which 
the  New  England  label  was  a  part,  and  selling  those  labels  at  a  price 
considerably  higher  than  their  cost  in  order  to  provide  an  advertising 
fund.  This  venture  represented  an  attempt  to  grade,  identify  and  ad- 
vertise local  fresh  eggs  as  a  means  of  protecting  the  local  market. 
It  furnishes  an  excellent  illustration  of  the  growth  of  producer  re- 
cognition of  his  marketing  problems,  uut  also  illustrates  the  practical 
futility  of  an  identification  and  advertising  program  unless  it  is 
associated  with  real  improvements  in  methods  of  handling  and  selling. 

In  preparation  for  this  paper  I  also  attempted  to  check  up  on 
the  experience  v/ith  the  New  Hampshire  Cooperative  llarketing  Association 
and  the  Maine  Poultry  Producers'  Association,   Many  of  you  will  recall 
that  at  the  first  session  of  the  New  England  Institute  here  in  Conn- 
ecticut in  1927  Mr.  Carlisle  discussed  the  lessons  to  be  learned  from 
the  experience  of  these  tvro  associations,  and  I  hope  you  direct  amy 
questions  you  ma3'-  have  at  him  if  he  is  present.   However,  as  I  saw 
the  results  after  reading  iir.  Carlisle's  paper,  both  of  these  associa- 
tions operated  at  relatively  high  cost  without  corresponding  increase 
in  price  to  the  producer.    Both  were  selling  through  established 
wholesale  trade  although  the  Maine  association  used  retail  outlets  to 
some  extent.   Neither  provided  a  method  of  distribution  to  the  more 
select  trade  and  neither  succeeded  in  increasing  consumer  good  will  to 
any  large  extent.   Control  of  quality  was  inadequate,  although  this 
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may  have  been  the  fault  of  raanagenent.   Both  illustrate  the  extreme 
difficulty  of  operating  successfully  with  a  widely  scattered  member- 
ship, many  relatively  small  producers,  highly  variable  supply  and  a 
plan  involving  sales  through  regular  \7holesale  market  channels. 

This  brings  one  logically  to  the  plan  represented  by  our  oldest 
successful  egg  marketing  cnoperative  in  Ne-7  England,  the  Connecticut 
Poultry  producers'  Association.    If  I  am  correct  in  my  estimate  of 
the  results  obtained  through  this  plan,  it  has  controlled  and 
identified  quality,  minimized  expense  for  amount  of  service,  develop- 
ed premium  outlets  for  the  local  product  and  materially  increased 
consuiaer  good  will.   This  plan  is  probably  best  adapted  to  areas 
where  a  substantial  quantity  of  eggs  are  shipped  at  wholesale  from 
commercial  sized  flocks,  far  enough  from  market  so  that  direct  selling 
is  not  extensively  practised,  and  with  a  volurae  large  enough  for 
economical  operation.   It  probablj'-  vrould  not  return  a  sufficient  pre- 
mium over  v.'holesale  prices  to  satisfy  producers  located  by  a  market 
in  which  they  were  accustomed  to  receive  retail  or  jobbing  prices. 

Finally  we  cume  to  the  auction  method  which  has  attracted  con- 
siderable attention  more  recently.   This  type  of  association  as  it 
has  worked  out  thus  far  in  Kassachusetts  has  been  particularly 
successful  in  selling  local  eggs  to  a  large  number  of  relatively 
small  buyers  with  high  class  retail  or  jobbing  outlets.    It  has 
evened  up  prices  over  a  considerable  area  and  has  furnished  an 
excellent  method  for  establishing  prices  under  conditions  where  that 
was  previously  most  difficult.   Quality  can  be  controlled  effectively 
and  consiimer  good  will  is  increased. 

This  method  would  not  appear  to  be  as  satisfactcry  as  the 
Connecticut  type  of  association  under  condtions  where  wholesale 
service  to  relatively  large  retail  units  constitutes  the  principal 
outlet,  or  where  the  volume  handled  represents  a  high  percentage  of 
the  total  market  supply. 
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COOPERATIVE  MARIvETING  OF  EGGS  IN  NEJ  HAI.iPSHIRE 

E.  E.  Rinear,  Research  Specialist  in  i;arketing,  University  of  New 

Hampshire,  Durham,  K.  E. 


The  mistalces  niade  by  the  now  defunct  New  Hampshire  Cooperative 
L'arketing  Association  have  probably  helped  other  New  England 
organizations  to  be  more  successful.   Its  faults  have  been  carefully 
avoided  by  cooperatives  organized  later. 

Mr.  Ro¥/e  has  outlined  to  you  the  general  reasons  why  this 
cooperative  failed.   Other  reasons  can  be  added:   The  organization 
was  not  developed  through  the  initiative  of  farmers;  all  sorts  of 
farm  products  were  handled  regardless  of  volume;  eggs  were  not  de- 
livered to  the  association  within  a  definite  minimum  length  of  time, 
so  that  the  quality  was  poor  when  they  reached  the  consumer;  and 
frequently  double  transportation  costs  resulted  from  shipping  to 
Manchester,  New  Hampshire,  and  reshipping  to  Boston. 

The  failure  of  this  organization  has  left  a  scar  which  Y>fill  take 
time  to  overcome.    It  is  the  general  opinion  among  the  farmers  of 
New  Hampshire  that  they  have  tried  cooi^rative  marketing  and  that  it 
will  not  work.   Therefore  any  suggestions  for  cooperative  marketing 
are  received  with  considerable  coolness. 

A  few  years  ago  our  department  developed  a  tentative  plan  for 
reducing  the  costs  of  marketing  broilers  in  New  York  City.   The  plan 
was  modelled  after  the  Long  Island  Duck  Association,  bint  it  did  not 
get  to  first  base,  chiefly  because  of  the  farmers'  previous  \infortun- 
ate  experience. 

New  Hampshire  poultrymen  are  fainiliar  with  the  margins  which  the 
Connecticut  cooperatives  are  obtaining  over  the  Boston  market.   Re- 
cent check-ups  by  Mr.  Dougherty  show  that  many  of  our  leading  poultrj^- 
men  are  also  obtaining  large  margins  over  the  Boston  market  quotations. 
In  other  words,  they  have  been  successful  in  building  up  their  trade 
through  individual  efforts.   However,  there  are  numerous  poultrymen 
who  are  not  so  fortunate  and  a  cooperative  oi'ganization,  if  success- 
fully operated,  undoubtedly  could  be  of  great  service  in  developing 
quality,  in  building  good  will  and  in  obtaining  greater  margins  over 
regular  quotations. 

Re  are  not  prepared  to  make  any  suggestions  at  the  present  time 
as  to  the  type  of  organization  best  adapted  to  our  conditions.   V.'e 
do  feel  that  the  request  for  this  information  should  come  from  the 
producers.   Recently,  when  the  Ne'/  Hampshire  Poultry  Growers'  Associa- 
tion met  at  Durham,  they  appointed  a  committee  to  look  into  the 
marketing  problem.   Perhaps  when  we  are  asked  to  report  on  this  sub- 
ject at  some  future  time  we  will  have  a  more  definite  program. 
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DISCUSSION  OF  THE  AUCTION  SYSTa.I  OF  MARKETING 

Sanford  E.  Alger,  Jr.,  President,  Brockton  Auction  Association, 

Brockton,  Mass. 


I  doubt  whether  any  development  in  egg  marketing  has  ever  been 
vratched  .'■jiore  closely  than  the  auction  system  adopted  by  the  poultrymen 
of  southeastern  Massachusetts.   The  poultrymen  in  Barnstable,  Bristol, 
Norfolk  and  Plymouth  Counties-,  formed  the  Brockton  Cooperative  Egg 
Auction  Association  Inc.,  last  summer.   The  first  sale  was  held 
August  1,  1952. 

The  majority  of  these  poultrymen  were  none  too  satisfied  with 
their  sources  of  outlet.   These  sources  were  gradually  becoming  more 
independant,  so  that  quoted  prices  meant  little  when  actual  returns 
were  made.   They  wanted  to  form  a  market  of  their  own,  where  they 
could  gather  together  a  quantity  of  high  grade  eggs  sufficient  to 
gain  buyer  recognition  and  confidence.   Further,  they  felt  that  if 
this  was  accomplished  they  could,  by  consistent  quality,  gradually 
swing  a  majority  of  the  discriminating  buyers  tOYi/ard  the  auction 
product. 

To  accomplish  this  it  was  first  necessary  to  adopt  grading 
requirements  and  teach  the  producer  how  to  pack  and  handle  his  eggs 
for  shipment.   Y/e  found  that  many  poultrymen   in  the  section  were 
ruining  a  perfectly  good  pack  of  eggs  even  before  it  reached  the 
market. 

After  studying  the  auction  system  originally  started  in  New 
Jersey,  it  seemed  that  this  system  was  the  best  adapted  to  our  con- 
dition.  "  e  were  located  in  the  most  concentrated  poultry  popuation 
in  the  state  and  were  favored  with  good  outlets.    It  also  seemed  the 
easiest  way  to  cause  the  poultrymen  to  improve  his  pack,  for  the  in- 
spection required  by  the  auction  forces  him  to  Thatch  it  continually. 
The  auction  is  the  one  place  where  the  best  eggs  bring  the  price  they 
warrant  and  the  poorer  pack  suffers  accordingly. 

The  State  Department  furnished  us  with  our  grading  requirements 
and  extended  the  right  to  use  the  label.   Every  case  that  goes 
through  the  Auction  carries  with  it  the  label  denoting  State  super- 
vision. 

A  few  figures  will  show  how  we  have  progressed  during  the  first 
10  months.   For  the  first  sale  we  had  65  members  and  sold  147  cases. 
Now  we  have  418  members  and  are  selling  an  average  of  400  cases  eekly. 
In  all  we  have  sold  17,000  cases,  with  total  gross  sales  amounting  to 
^121,395.00. 
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During  this  period  prices  have  been  very  satisfactory,  particu- 
larly for  those  who  have  been  consistent  shippers  of  quality  packs. 
I  will  list  below  our  prices  in  June  as  compared  with  Boston  'Vholesale, 

Date  Boston 

June  1  19 

June  5  20 

June  8  20 

June  12  22 

June  15  23 

June  19  24 

Our  expenses  over  this  10  months  period  were  $7,320,43  and  our 
income  $8,800.50.   Our  operating  cost  was  approximately  6  cents  on 
the  dollar,  a  cost  to  the  producer  of  41  cents  a  case. 

Dr.  Howe  said  in  his  address  that  the  emphasis  should  be  placed 
on  choosing  the  method  of  marketing  best  adapted  to  local  conditions. 
We  fihose  the  auction  system  because  it  offered  many  advantages, 

1.  It  is  flexible  for  both  the  producer  and  the  buyer.   No 
contracts  are  required  by  either. 

2,  Operating  costs  are  less  than  with  other  methods. 

3,  With  limited  experience,  it  was  the  easiest  way  to  get  some 
kind  of  cooperative  started.  We  could  change  the  method  later 
if  advisable, 

4,  The  initial  outlay  was  less. 

5.  It  gave  the  advantage  of  the  Cape  trade  in  the  summer  when 
competitive  bidding  would  afford  us  unusual  prices. 

6.  It  is  not  necessary  to  give  price  concessions  to  quantity 
buyers;  they  bid  with  the  rest. 

In  closing  I  wish  to  impress  on  everyone  that  the  Auction  is 
more  than  just  a  marketing  place.   It  is  a  cooperative  organization, 
the  first  of  its  kind  in  New  England,  and  is  one  of  the  first  steps 
toward  organizing  the  marketing  end  of  the  poultry  industry  in  Massa- 
chusetts,  We  need  more  like  it. 

One  can  hardly  think  of  an  industry,  trade  or  profession  in 
which  prices  or  fees  are  not  controlled,  fixed  or  agreed  on.   Yet 
the  poultryraan  is  still  content  to  accept  prices  subject  to  the 
mercy  of  interests  wholly  outside  the  industry.   How  long  is  the 
poultryman  going  to  say,  ''How  much  will  you  give  us  for  our  eggs- 
to-day?"  and  how  soon  is  he  going  to  be  in  a  position  to  dictate  his 
own  prices? 

The  only  way  this  can  ever  be  accomplished  is  cooperatively. 
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AUCTION  riAKUiTING  OF  POULTRY  AND  EGGS  IN  K^EJ  JERSEY 
E.  A.  Gauntt,  Coimty  Agricultrual  Agent,  Eunterdon  County,  New  Jersey. 


Coming  from  the  State  of  New  Jersey  it  would  be  presumptuous 
for  me  to  try  to  tell  you  how  to  run  a  local  poultry  market.    It 
is  v/ell  known  that  marketing  conditions  in  various  sections  are  not 
necessarily  similar. 

The  Executive  Committee  of  the  New  Jersey  Poultry  Association, 
in  discussing  the  possibility  of  establishing  an  egg  auction,  decided 
that  Hunterdon  County  was  a  good  place  to  try  out  the  experiment  in 
Nev;  Jerse3''.  They  felt  that  no  harm  could  come  from  a  trial  there. 
For  years  the  Hunterdon  County  poultrymen  had  been  told  by  local  buy- 
ers that  their  eggs  were  far  inferior  to  those  produced  in  either 
the  Vineland  or  Toms  River  areas.    The  statement  had  been  made  so 
often  that  many  local  poultrj^nen  actually  believed  it.   The  result 
was  that  Hunterdon  County  eggs  always  sold  for  from  two  to  five  cents 
under  the  New  York  quotation  at  the  farm.   The  establishment  of 
the  Flemington  Auction  Market  has  proved  to  our  poultrymen  that  an 
egg  produced  in  Hunterdon  County  is  equal  in  quality  to  any  other  egg. 

As  you  know,  our  auction  has  been  most  successful.   During  the 
present  year  we  will  do  a  gross  vol\ime  of  business  of  considerably 
more  than  a  half  million  dollars.   V;hen  discussing  this  project  it 
is  difficult  not  to  become  over  enthusiastic  concerning  this  method 
of  marketing  local  eggs.   However,  v/e  have  seen  other  auctions  start 
and  fall  by  the  wayside.   We  have  come  to  the  conclusion  that  certain 
local  conditions  are  necessary  for  the  success  of  this  type  of  market. 

First,  there  must  be  a  sufficient  volume  of  eggs  to  draw  the 
buying  trade. 

Second,  there  must  be  large  consuming  centers  nearby  in  order 
to  secure  a  variety  of  buyers. 

Third,   the  poultrymen  must  be  dissatisfied  with  their  present 
market  set-up.   There  must  be  a  real  demand  from  the  poultrymen 
himself  before  such  a  plan  can  be  put  into  operation  successfully. 

Fourth,  some  method  must  be  devised  for  handling  surplus  eggs 
in  an  orderly  manner. 

Fifth,  the  Board  of  Directors  and  the  auction  manager  must  be 
leaders,  and  men  who  inspire  confidence  in  their  integrity. 

Sixth,  a  strict  grading  system  must  be  put  into  effect  at  the 
outset. 

In  Hunterdon  County  we  have  a  number  of  other  factors  '.^hich  have 
made  for  success.   '^'e  have  the  center  of  the  Eastern  hatchery  in- 
terests in  the  county.   This  aids  us  in  getting  rid  of  our  surplus 
in  the  spring  when  the  problem  is  the  most  serious.   V/e  had  a  group 
of  unstable  buyers  touring  the  county,  with  the  result  that  from  time 
to  time  many  poultrymen  had  lost  through  uncollected  accounts  and  bad 
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checks.  Because  of  the  tremendous  amount  of  publicity  given  to  this 
original  venture  in  Kew  Jersey,  the  attitiide  could  be  one  of  indepen- 
dence, 've  did  not  have  to  beg  our  producers  to  support  the  auction. 
This  would,  I  believe,  be  fatal  to  any  auction. 

At  present  the  auction  has  a  membership  of  more  than  1,200  pro- 
ducers of  eggs  and  poultry.   We  have  no  membership  contract  and  feel 
that  none  is  necessary.   A  dissatisfied  producer  is  a  poor  advertise- 
ment.  Consequently,  it  has  been  the  attitude  of  the  management  to 
advise  a  dissatisfied  member  to  sell  his  produce  elser.'here,  providing 
his  demands  were  unreasonable. 

Although  the  Flemington  Auction  has  been  successful  to  date 
there  are  factors  Avhich  might  wreck  the  set-up  at  any  time.   A  loss 
of  the  confidence  of  producer  or  buyer  would  of  course  breal:  up  the 
auction  in  a  short  time.   Too  many  competing  auctions  in  the  same 
territory  would  split  the  buyers  so  that  the  Fhole  structure  might 
prove  too  costlj;-. 

During  the  par-t  year  we  have  seen  a  number  of  changes  in  our 
buying  group.   So  far  they  have  been  constantly  improving  but  should 
the  New  York  commissionmen  combine  against  us  we  would  have  to  m.ake 
other  plans  for  disposing  of  our  surplus  during  the  spring.   We  might 
then  have  to  go  into  the  cold  storage  business  or  seek  some  other 
outlet  for  our  large  volume.   "'ithout  buyers  from  New  York  and  Penn- 
sylvania during  the  spring  season  I  am  positive  that  our  prices  would 
not  be  ao  favorable  as  they  have  been  in  the  past. 

To  sum  up,  there  are  many  pit-falls  that  may  cause  an  auction 
market  set-up  to  be  unsuccessful,  but  v/here  conditions  are  favorable 
an  auction  provides  one  of  the  cheapest  and  most  satisfactory  methods 
for  disposing  of  eggs  and  live  poultry.   Aside  from  the  additional 
price  received,  the  most  important  outcome  is  the  educational  value 
of  such  a  system.   The  eggs  sold  through  the  Flemington  Auction 
today  are  far  superior  to  those  sold  before  the  auction  started.   The 
system  has  made  most  of  the  producers  quality  conscious,   The^^  are 
interested  for  the  first  time  in  good  stock  that  will  lay  a  large 
percentage  of  pure  ?ifhite,  large,  unif  irm-sized  eggs.   They  find  that 
it  pays  to  take  the  best  of  care  of  eggs  and  pack  than  carefulljr. 
The  difference  in  the  price  received. has  brought  this  about  far  more 
effectively  than  any  other  method  of  Extension  teaching. 
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DISCUSSION  AT  THE  NEW  ENGLAI\ID  INSTITUTE  OE  COOPERATION  1933 

E.  0.  Miner,  Manager,  Connecticut  Poultrj^  Producers,  Inc.,  New  Haven, 

Connecticut 


The  speakers  preceding  me  on  the  program  have  so  thoroughly 
covered  the  subject  under  discussion  that  possibly  the  best  contri- 
bution I  can  .make  to  the  Institute  is  a  brief  review  of  the  history 
of  our  organization.-  The  Connecticut  Poultry  Producers,  Incorporated 
-  thus  making  possible  a  comparison  and  valuation  of  the  points  brought 
out  in  the  earlier  dissertations  as  they  pertain  to  the  accomplish- 
ments and  policies  of  a  going  cooperative. 

Our  organization  v;as  not  founded  during  a  period  of  dire  need 
of  the  services  that  such  an  association  could  render.    It  i.7as 
founded  at,  however,  a  time  when  local  markets  were  being  steadily 
usurped  by  the  best  of  the  graded  eggs  produced  in  the  mid-west  and 
more  particularly  on  the  Pacific  coast,  when  prices  were  more  or  less 
demoralized,  when  competition  between  neighbor-producers  was  in- 
creasing and  destructive,  Yfhen  there  was  no  leadership  or  coordination 
toward  stabilization  in  egg  marketing  in  the  poultry  industry  of  the 
state.   The  more  far-sighted  local  poultrymen  visualized  the  pro- 
bable situation  in  the  near  future  if  matters  were  left  to  take  their 
own  course.   They  saw  keener  competition  from  distant  producing 
sections  and  the  possible  loss  of  local  markets  by  our  otoi  poultrymen. 
The  various  phases  of  the  situation  were  carefully  studied.   The 
tremendous  obstacles  to  be  surmounted  in  regaining  a  market  once  lost 
were  weighed  against  the  chances  of  success  of  a  cooperative  founded 
somewhat  in  advance  of  the  urgent  need  of  such  an  organization. 
Opinion  pre\''ailed  that  immediate  action  was  desirable,  and  so  the 
cooperative  came  into  existence  and  started  business  nine  years  ago, 
in  the  late  fall  of  1924. 

Our  progress  statistically  is  recorded  by  the  following  figures: 
Starting  with  a  charter  raerabership  of  124  active  producers  owning 
approximately  70,000  birds,  the  roster  now  lists  over  500  members  who 
own  more  than  250,000  birds.   The  giovrth  of  the  organization  fran 
year  to  year  has  been  uniformly  steady,  on  a  consistent  percentage 
basis  annually.   Practically  all  our  nerabers  come  to  us  of  their  own 
volition.   There  never  has  been  any  membership  solicitation  campaign 
since  the  association  started.   The  voliime  of  business  transacted 
has  grown  from  a  first-year  total  of  448,000  dozen  to  more  than  1,775,- 
000  dozen  eggs  handled  during  the  past  year.   Approximately  three 
million  dollars  has  been  paid  to  members  for  their  oggs  since  we 
have  been  in  business.   Not  once  has  the  Association  gone  backrjards 
in  the  volume  of  merchandise  handled  nor  in  the  number  of  its  raanbers. 

The  fundaiTiental  merchandising  policy  adopted  when  we  started 
business  was  formulated  to  capitalize  upon  the  natural  advantage 
of  consumer  preference  for  native  eggs.    Improvement  in  qualitjr  was 
sought  and  expected  through  better  handling  and  more  frequent  delivery. 
Grading  was  needed;  therefore  grading  rules  were  immediately  establish- 
ed.  Selection  and  standardization  of  quality  were  requisite;  candl- 
ing was  obligatory  to  determine  and  maintain  quality.   This  method 
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of  inspection  (although  little  used  by  individual  producers  at  that 
time)  was  made  a  part  of  the  process  adopted  for  preparing  the 
merchaiidise  for  market.   Identification  of  the  product  was  consider- 
ed essential  to  the  program.   This  was  accomplished  by  packing  in 
sealed  cartons,  bearing  our  own  trade-mark. 

From  time  to  time,  as  aarket  conditions  demanded  and  more 
efficient  methods  of  producers  permitted,  standards  have  been  changed. 
The  revisions  have  al-zays  been  toward  a  higher  goal.    Quality  has 
been  stepped  up,  weight  limits  and  uniformity  of  size  have  been  more 
closely  drawn.   Greater  value  has  been  progressively  given  the  con- 
s\amer.   The  acme  of  quality  in  1924  -  1925  would  only  approximate 
the  standard  of  today.   In  the  coiirse  of  those  developments  we  have 
aligned  our  program  with  that  of  the  State  and  the  Nev/  England  Council. 
V'hen  Connecticut  state  grades  were  promulgated  and  efforts  made  to 
popularize  them,  we  adopted  them  as  our  standard,  '  Later,  when  a 
farm  marketing  program  was  sponsored  by  the  Mew  England  Council  and 
a  Quality  Farm  Product  label  originated,  we  also  subscribed  to  its 
use»   At  present  we  are  its  largest  user.   Our  eggs  have  thus  been 
sold  under  the  state  grade  of  "Connecticut  Newlaid  Fancy,"  carrying 
the  Fev7  England  Label  and  our  own  over-riding  trade-mark  of  "TTew 
England  Maid."   The  advantages  of  state  supervision  and  inspections 
(the  guarantee  of  quality  that  they  carry  to  the  consumer)  and  the 
benefits  derived  from  the  publicity  given  the  '"uality  Label  have  thus 
been  made  available  to  our  product. 

The  operation  of  three  receiving  stations  shortens  the  distance 
from  the  point  of  production  to  the  packing  plant,  and  from  the  plant 
to  the  consumer,  a  condition  further  contributory  to  maintainance  of 
fine  egg  quality.   Often  a  considerable  portion  of  the  day's  receipts 
are  in  the  hands  of  the  merchant  the  same  daj'-  as  received. 

One  incident  in  our  merchandising  experience  may  interest  you. 
It  illustrates  the  buying  habits  of  the  public  and  the  persistence 
required  to  change  them.   Our  cartoned  eggs  did  not  meet  with  ready 
acceptance  by  the  housev.ife  when  first  place  on  the  market.    She  v/as 
suspicious  of  their  genuineness  as  a  local  product  because  she  was 
accustomed  to  buy  only  western  and  stjrage  eggs  in  cartons  of  the 
style  we  used.   Farmer,  or  strictly  fresh  eggs  were  displayed  in  the 
retail  stores  in  backets,  bov^ls  or  the  che^  3x4  cartons;  eggs  offered 
in  any  manner  other  than  that  simply  couldn't  be  of  local  production. 
Taking  the  course  of  least  resistance,  the  merchants  discarded  tho 
cartons  and  sold  our  eggs  from  the  bowl  and  backet.   The  identity 
was  lost.   The  advertising  value  of  the  carton  was  nil.   The  cost  of 
cartons  was  wasted.    Cartoning  was  immediately  discontinued;  the  eggs 
were  packed  loose  but  individually  stamped  v;ith  our  trade-mark.   In 
due  time  the  branded  eggs  established  a  reputation  and  created  a  con- 
sumer demand.   Having  accomplished  this,  we  then  resi.imed  cartoning 
(still  stamping  the  eggs)  ano  in  a  shorttime  the  convenience  of  the 
package  won  the  approval  of  the  merchant  and  the  practice  of  discard- 
ing the  carton  died  out  completely.   The  double  identification  of 
the  egg  (individually  stamped  and  in  a  sealed  carton)  now  carries 
straight  through  to  the  CQnsurn.er. 
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Our  appeal  is  directed  towards  those  fastidious  customers  who 
T/ant  the  best  of  Connecticut  eg;,;s  and  are  iT.lling  to  pay  the  price 
for  them.   i\n  honest  and  conscientious  endeavor  has  been  made  to 
distribute  a  package  of  eggs  that  will  give  utmost  satisfaction  and 
build  consumer  good  will.   The  importance  of  the  retailer  in  our 
program  is  not  overlooked.   Frequent  service,  fairness,  ethics  be- 
yono  reproach  and  sound  business  policies  are  adhered  to  in  develop- 
ing and  retaining  friendly  relationships  of  mutual  advantage. 

Seasonality  of  supply  is  one  of  the  problems  of  many  farm  market- 
ing progr.ams.   In  marketing  Connecticut  eggs  it  has  been  a  major 
influence,  because  few  local  eggs  find  their  way  into  storage.   The 
Association  has  succeeded  in  bringing  about  material  improvement  by 
an  educational  campaign  among  its  members  and  by  the  assistance  of 
the  various  state  agencies.   During  our  earlier  years  the  ratio  of 
peak  receipts  to  minimum  receipts  was  nearly  4  to  1;  now  the  ratio 
approximates  2  to  1. 

The  Association's  volume  of  business  has  given  it  a  bargaining 
power  of  which  it  has  talcen  full  advantage.   Stocks  are  tensf ei^i'ed 
from  one  market  to  another  when  that  is  advantageous.   At  times, 
quantities  are  taken  off  local  markets  and  sold  in  the  larger  terminal 
markets  outside  the  state.   The  effect  has  been  to  stabilise  prices, 
with  benefit  to  the  whole  industry  and  not  to  the  members  alone. 

The  use  of  native  eggs  in  chain  stores,  which  heretofore  viere 
an  insignificant  factor  in  distribution  of  native  eggs  because  the 
individual  poultryman  with  his  limited  production,  could  not  attract 
that  class  of  buyers,  has  been  developed  by  our  organization.   Thus 
outlets  have  been  broadened. 

The  Association  is  largely  responsible  for  the  creation  and 
acceptance  by  the  trade  of  independent  quotations  for  Connecticut  eggs. 
Prior  to  our  entering  the  field,  New  York  quotations  represented  the 
basis  of  sales  for  native  eggs. 

The  organization  has  continually  striven  to  render  more  efficient 
service  to  its  members  at  a  minimized  cost.   The  handling  costs  per 
dozen  eggs  have  been  reduced  year  by  year,  Y/ith  the  result  that  at 
the  present  time  this  cost  is  nearly  40  percent  lower  than  for  the 
year  1925, 

Such  success  as  the  organization  has  attained  can  be  attributed 
to  strict  adherence  to  the  original  merchandizing  plan  previously 
mentioned,  efforts  to  improve  eur  product  constantly,  and  the  whole- 
hearted support  of  our  members. 
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THE  RELATIONSHIP  OF  THE  PRESENT  ADMINISTRATION  rOLIGIES  TO  THE 

COOPERATIVE  MO\TIi,lENT* 


Dr 


E.  C-.  Kourse,  Director,  Institute  of  Econoraics,  -Jashington,  D.  C. 


The  phrasing  of  the  topic  which  has  been  assigned  to  me  seems  to 
susgest  at  once  a  contrast-the  "neT>   deal"  versus  a  condition  which 
preceded  it.   It  raises  the  question  of  how  the  status  of  cooperatives 
endeavor  has  been  changed  by  the  transition  from  the  former  PoUtical 
administration  to  the  present.   Under  the  present  administration  the 
situation  comes  down  essentially  to  the  Agricultural  Adjustnent  Act 
and  the  Faim  Credit  Administration.   Under  the  old  regime  it  vvas  the 
Federal  Farm  Board  and  a  half  dozen  credit  a-encies,  of  which  the 
Inte-.Tnediate  Credit  Banks  were  most  significan.t  to  the  cooperatives, 
inasmuch  as  the  Farr.i  Board  dealt  with  credit  as  well  as  marketing 
and  was  being  forced  to  come  to  grips  with  the  problem  of  production 
adjustment,  our  question  may  well  be  put  in  terms  of  a  contrast  be- 
tween the  situation  under  the  Farm  Board  and  the  present  evolving 
situation  as  to  (a)  marketing  practices  and  costs,  (b)  credit  policy 
and  procedure,  and  (c)  production  control  ana  prices. 

Before  attacking  these  three  specific  points,  let  us  look  at  the 
.general  question  of  the  governm-ent's  attitude  toward  cooperatives^.^ 
On  this  point  it  seems  to  me  we  have  a  fairly  definite  answer.   unaer 
the  Agricultural  Marketing  Act  of  1^29  cooperative  organization  was 
definitely  adopted  by  the  government  as  the  device  through  which 
agricultural  rehabilitation  was  to  be  effected,  and  the  government  put 
itself  in  the  role  of  promoter,  guide  and  banker  to  cooperatives. 
The  cooperative  movement  was  officially  sponsored  and  to  a  considerable 
degree  controlled  along  bureaucratic  lines.   The  present  administra- 
tion clearly  seems  to  have  renounced  the  role  of  promoter  ana  xo  have 
withdrawn  from  the  role  of  schoolmaster,  in  both  its  instructional 
and  its  disciplinary  aspects.   The  attitude,  in  a  word,  seems  to  oe: 
"We  shall  be  happy  to  deal  with  the  cooperatives  on  the  same  teims  as 
with  others.   Cooperative  organization  is  primarily  your  concern,  not 
ours.   Make  your  associations  as  large  and  as  strong  as  you  like  under 
the  cooperative  laws  and  we  shall  deal  with  than  as  fully  aiid  effective- 
Iv  as  we  can.   But  they  are  incidental  to  a  larger  scheme  for  en- 
hancing  agricultural  prices  and  stabilizing  the  agricultural  maustry, 

*  THE  COOPERATIVE  MARIQllTIKG  MOVMlElW  WIDER  THE  "NE\'  DEAL"     ' 

Dr.  Nourse's  extemporaneous  discussion  of  this  subject  at  the  I^ew 
England  Institute  was  made  on  the  basis  of  the  saiiae  manuscript  as  his 
talk  given  at  the  American  Institute  of  Cooperation  at  Ra-eigh,  North 
Carolina  under  the  title  "The  Cooperative  r.arketing  Movement  Unaer  The 
'New  Deal.'"   The  talk  is  therefore  appearing  in  the  proceedings  ol 
both  the  New  England  Institute  of  Cooperation  and  the  American  Institute 
of  Cooperation.   There  v-as  an  extended  discussion  of  this  Paper  at 
the  sessions  of  the  iunerican  Institute,  and  persons  desiring  further 
development  of  the  ideas  here  presented  may  consult  the  T^roceeamgs  of 
the  American  Institute  of  1933. 
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Traditionally  the  cooperative  movement  has  been  based  on  the 
principle  of  self  help,  and  many  cooperators  felt  that  the  Federal 
Farm  Board  development  indicated  an  undesirable  shift  toward  paternal- 
ism which  would  tend  to  sap  the  strength  of  the  moveinent  and  toward 
bureaucracy  which  might  restrict  or  distort  its  developiient  upon  true 
cooperative  lines,  Without  attempting  to  pass  any  judgment  on  this 
view,  it  seems  evident  that  most  spokesmen  of  the  new  deal  entertain 
a  view  much  more  in  conformity  with  the  old  doctrine  of  self  help. 
In  his  paper  this  morning  General  Westervelt  said:   "It  is  up  to  the 
cooperatives  to  make  themselves  prominent  as  the  authorized  repre- 
sentatives of  the  farmers  in  a  multitude  of  things  which  the  Agri- 
cultural Act  contemplates  getting  done."  Elsewhere  he  says:  "Cooper- 
ative marketing  associations  handle  most  of  the  commodities  likely  to 
become  the  subject  of  marketing  agreements,  and  you  may  be  sure  they 
will  receive  equal  treatment  with  the  other  business  groups  concerned," 
If  this  is  paternalism,  it  certainly  sounds  like  the  paternalism  of  a 
Spartan  father. 

The  second  step  in  our  analysis  should  be  to  see  what  is  the 
status  of  the  cooperatives  thus  thrown  back  upon  general  legislation 
antedating  the  passing  of  the  Agricultural  luarketing  Act  of  1929  (the 
Farm  Board  act).   Briefly  stated,  the  curaulative  effect  of  that 
legislation — state  and  federal — had  been  to  permit  cooperatives  to 
organiz,e  as  widely  as  they  chose  for  collective  marketing  of  their 
product,  with  rights  for  assembling  and  exchange  of  trade  infommation 
which  had  never  been  specifically  granted  to  trade  associations.   On 
the  other  hand,  consumer  interest  was  recognized  by  imposing  upon  the 
Department  of  Agriculture  responsibility  for  investigating  complaints 
as  to  price  enhancement.   These  several  laws  were  designed  to  make 
it  possible  for  cooperatives  to  organize  their  distributive  operations 
on  a  scope  co-extensive  with  the  size  of  their  industry  and  the 
commercial  organization  of  the  processing  and  distributive  channels 
through  which  the  product  passed  after  leaving  the  farm.   Under  the 
new  deal  the  administration  is  seeking  to  liberalize  rights  and  to 
stimulate  action  of  other  economic  groups  toward  broadening  and  cen- 
tralizing their  organization,  through  trade  associations,  to  an 
extent  Comparable  with  that  long  permitted  to  farmers  under  cooperative 
legislation.   In  other  words,  the  ide..  seei.is  to  be  to  permit  a  high 
degree  of  internal  self  government  for  a  whole  br.anch  of  industry,  so 
that  major  decisions  govei-ning  equitable  relations  between  industries 
may  be  made  expeditiously  and  effectively  by  central  authorities 
working,  for  the  moment  at  least,  through  the  Agricultural  Aujusteent 
Administration  and  the  Industrial  Recovery  Administration. 

As  a  matter  of  fact,  cooperatives  had  not  by  any  means  exploited 
the  possibilities  for  development  of  coordinated  market  systems  per- 
mitted under  cooperative  legislation.   Milk  producers'  organizations, 
although  they  had  achieved  a  good  deal  of  stability  in  particular 
areas,  and  a  certain  amount  of  trade  solidarity  through  a  national 
federation,  were  still  far  from  realizing  a  true  national  marketing 
system.   Mr.  Sapiro''s  dream  of  an  effective  collective  bargaining 
organization  of  wheat  producers,  embracing  twelve  important  wheat 
states,  died  aborning,  and  the  cotton  association  of  eleven  states  has 
never  handled  10  percent  of  the  product.   None  of  the  nominally 
national  systems  of  the  Federal  Farm  Board  has  resulted  in  settin;:;  up 
a  really  comprehensive  and  unified  system  co-extensive  with  the 
production  area  of  an  important  staple.   Will  the  move  toward  larger 
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and  more  effective  cooperative  orgtoiization  in  agriculture  go  forvrard 
more  rapidly  under  the  new  legislation  and  administrative  effort  or 
will  it  tend  to  fall  farther  into  the  background?   Will  the  Agricul- 
tural Adjustment  Act  tend  to  supplenent  and  stimulate  or  to  supersede 
the  movement  toward  cooperative  organization  as  a  dominant  force  in 
agriculture?   Let  us  seek  the  answer  to  this  question  under  the 
three  heads  suggested  in  our  opening  paragraph. 

A.   Marketing  Practices  and  Costs 

The  Agricultural  Adjustment  Administration  is  already  launched 
on  the  greatest  effort  since  war-time  to  regvilarize  and  make  reason- 
able the  marketing  and  processing  margins  added  to  agricultural  pro- 
ducts after  they  leave  the  farmer's  hands  and  before  they  reach  the 
consumer.   They  are  attempting  to  establish  fair  trade  practices  at 
all  stages  of  the  process.   This  general  field  has  been  the  major 
concern  of  cooperative  marketing  organizations  from  the  beginning  to 
the  present.   In  it  they  have  accomplished  much,  but  much  less  than 
they  have  hoped  and  very  much  less  than  seems  to  be  needed  in  the 
interest  of  both  producer  and  consumer.   Under  the  new  deal  the  strong 
arm  of  government  is  added  to  thiBir  effort.   Doubtless  accoiaplish- 
ments  v;ill  be  substantially  increased,  but  the  question  is  raised: 
Uill  this  accomplishment  in  the  nearby  period  shift  the  task  perraan- 
ently  on  to  the  shoulders  of  government,  so  that  cooperative  effort 
in  this  direction  will  not  be  needed  in  the  future?   Or  will  it 
simply  bring  about  a  more  desirable  condition  for  which  cooperatives 
have  long  been  struggling  and  leave  to  then  an  inescapable  responsi- 
bility for  continued  action  to  see  that  such  gains  are  maintained 
rather  than  nibbled  away  as  soon  as  the  emergency  situation  disappears? 

B»   Credit  Policy  and  Procedure 

In  accordance  with  the  Farm  Board  policy  of  high-pressure 
promotion  of  cooperative  effort,  cheap  and  easj''  credit  was  one  of  the 
special  aids  extended  to  farmers'  organi.zations  under  the  Farm  Board 
wing.   The  impression  appears  to  be  general  that  under  the  new  Farm 
Credit  Admini  strati  on  the  policy  of  che-'sp  and  liberal  credit  is  being 
modified  to  one  of  sound  credit  extension  to  farners  and  farmers' 
organizations,  made  as  liberal  as  it  can  be  to  tide  over  err.ergencj^ 
periods  but  still  kept  essentially  on  a  banking  basis, 

I  would  be  the  last  one  to  question  the  wisdom  of  this  policy. 
It  does,  however,  raise  a  question  of  interpretation;  namely,  whether 
this  sound  and  safe  credit  will  be  extended  only  to  those  cooperatives 
whose  business  affairs  are  in  such  excellent  state  that  they  are  in 
position  readily  to  avail  themselves  of  it.   Or,  on  the  other  hand, 
are  ¥/e  to  continue  the  policy  of  extending  to  groups  of  producers  such 
educational  service  as  will  materially  assist  them  to  put  their 
managem.ent  on  a  plan  that  will  make  their  loans  readily  bankable? 
On  this  point  Ivir.  ilorgenthau  spoke  clearly  on  Tuesday  morning,  when 
he  said:  "It  is  our  purpose  to  make  available  to  existing  cooperatives, 
and  to  those  who  hope  to  form  cooperatives,  the  advice  and  experience 
of  experts  in  cooperative  organization  and  in  cooperative  buying  and 
selling.   Our  organization  is  being  built  up  from  men  who  haveliiat 
sort  of  experience.   '.'e  will  have  no  others.   The  service,  the  records 
and  the  advice  of  this  organization  and  these  men  will  be  available  to 
farmers  seeking  to  promote  cooperative  effort." 
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This  splendid  statement  of  intention,  horever,  still  leaves  a 
question  as  to  possibilities  of  fulfilment.   Can  the  Agricultural 
Credit  Administration,  within  the  margin  of  charges  permitted  to  it, 
maintain  such  an  educational  service  of  dimensions  adequate  xo  tne 
needs  of  the  cooperative  movement?   If  not,  will  the  necessary 
research  and  educational  effort  be  rehabilitated  within  the  Bureau  of 
Agricultural  Economics,  whose  Division  of  Cooperative  marketing  was 
transferred  to  the  Farm  Board  some  four  years  ago? 

C.   Production  Control  and  Prices 

This  brings  us  to  the  third  aspect  of  the  current  agricultural 
effort  the  drastic  enhancement  of  prices  throuj-h  measures  acting; 
directlv  uion  the  control  of  production.   Such  an  undertaking  v:as  no 
part  of"  the  older  cooperative  movement.   It  Y;as  not  even  contemplated 
in  the  cotmaodity  marketing  movement  v.'hich  attained  such  wide  vogue 
a  decade  ago.   I  recall  Llr.  Sapiro's  impatience  v;ith  those  who 
sought  to  load  the  surplus  problem  on  cooperative  uiscussions.   xie 
said-  "With  a  prouerly  constituted  cooperative  there  is  no  such  thing 
as  a  surplus  oroblem."   It  has  always  been  my  belief  that  this  view 
was  entertained  by  a  majority  of  the  Farm  Board  members  when  they 
entered  on  their  task.   To  be  sure,  "orderly  production"  was  mention- 
ed along  with  "orderly  marketing"  in  the  phraseology  of  the  .ict,  bat 
marketing-  efforts  absorbed  the  bulk  of  the  Boards 's  time  and  func.s. 
Deirian  and  "  illiams  almost  from  the  start,  and  Legge  and  Stone  later 
on,  talked  of  the  need  of  production  control.   Considerable  publicity 
was  given  to  the  exhortation  of  Kansas  wheat  farmers  to  cut  do^m 
acreage  and  of  Southern  cotton  farmers  to  plow  up  every  thira  row. 
In  a  much  more  permanent  ana  effective  way,  adjustment  of  proauction 
had  been  an  important  and  slowly  developing  part  of  the  program  of 
many  of  our  fluid  milk  associations. 

In  a  paper  which  I  delivered  at  the  .^uaerican  Institute  of  Cooper- 
ation in  its  session  at  Columbus,  Chio,  three  years  ago,  I  suggested 
that  probably  direct  price  enhancement  through  production  control  was 
beyond  the  re-tch  of  any  scheme  of  cooperative  organization  practically 
attainable  in  croi:)s  other  than  specialities  of  comparatively  local 
production.    It  would  seem  that  full  acceptance  of  this  view  is 
implicit  in  the  present  effort  in  which  the  government  taKes  responsi- 
bility through  ne-.-  devices  of  hitherto  unkTiom  character  to  put  itself 
in  the  position  of  controlling  production  toward  definitely  statea 
price  objectives. 

This  seems  to  me  to  raise  two  very  important  questions  for 
cooperatives  to  ponder:  (1)  Will  producers  regard  this  direct  attack 
upon  prices  by  the  governraent  as  so  much  greater  in  significance 
than  any  econom.ic  results  attainable  thrc-o^li  cooperative  marketing 
that  they  will  lose  interest  in  the  latter  and,  in  the  future,  con- 
tinue to  look  to  the  government  as  guarantor  of  their  prosperity 
through  manipulation  or  partial  control  of  specific  prices  or  the 
general  price  level?   If  30,  the  interest  in  cooperation  would  be 
likely  to  wane  from  now  on.   (2)  Will  it  be  found  in  practice  m 
future  adjustment  efforts  that  the  goveriL-.ient  needs  strong  cooperatives 
as  agencies  through  which  to  carry  out  its  adjust.uent  programs,  or^ 
will'the  producers  find  strong  cooperative  organization  necessary  if 
their  interests  are  to  be  nroperly  safeguarded  in  such  adjusmmit 
undertakings?   If  so,  it  is  conceivable  that  the  cooperative  movement 
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may  be  stimulated  rather  than  superseded  by  the  government's  partici- 
pation in  active  adjustraent  efforts.   A  somewhat  similar  comment 
may  be  made  on  the  marketing  agreement  phase  of  the  current  agricul- 
tural program,  although  the  role  of  the  cooperative  there  is  perhaps 
more  clearly  indicated. 

May  I  conclude  by  suggesting  an  analogy?   The  history  of  labor 
union  organization  in  this  covmtry  is  about  equal  in  length  to  that 
of  cooperative  effort  in  agriculture.   This  movement  gradually  took 
form  in  the  American  Federation  of  Labor,  which  has  recently  rounded 
out  a  half  century  of  existence.   Many  of  the  things  that  organized 
labor  has  fought  for — such  as  the  abolition  of  child  labor,  a  five- 
day  week,  and  a  six-  or  seven-hour  working  day  with  a  minimura  vjage — 
have  been  taken  over  by  the  Industrial  Recovery  Adi.iinistration  to  be 
incorporated  in  industrial  codes,  or  have  been  or  promdise  to  be 
brought  into  being  through  executive  order  or  subsequent  legislation. 
Labor  leaders  are  asking  themselves  ^^^hether  the  very  success  of  these 
measures  will  be  their  undoing.   There  is  a  movement  tor/ard  somewhat 
more  complete  and  considerably  different  types  of  organization  of 
various  classes  of  labor  within  industries  or  plants.   This  threatens 
a  rival  alignment  of  the  working  group,  which  might  mean  the  end  of 
labor  unionism.   Are  unions  in  fact  indispensable  and  can  they  show 
the  vrorkers  that  in  the  long  run  they  will  need  the  protection  of 
such  organizations  of  their  own?   The  answer  that  time  makes  to  these 
questions  will  depend  largely  upon  the  economic  statesmanship  and  the 
social  acumen  of  the  leaders  of  the  labor  movement. 

I  venture  to  suggest  that  issues  of  equal  difficulty  and  equal 
importance  are  facing  cooperative  leaders  in  the  agricultural  field 
today,  and  that  their  decisions  will  have  enoimous  importance  both 
to  the  success  of  the  present  Agricultural  Adjustment  undertaking  and 
to  the  long-time  welfare  of  farmers. 


American  Institute  of  Cooperation 
Raleigh,  North  Carolina 
July  27,  1933. 
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STATE  AND  FEDERilL  CONTROL  OF  TK.  FjHI:)  liILK  INDUSTRY 

Dr.  Leland  Spencer,  Profi^ssor  of  Harkutiug,  Cornell  University, 

Ithaca,  K.  Y. 

At  the  twenty-fifth  annual  raeetin,j  of  the  International 
Asjocitition  of  Milk  Deijlers,  i,lr.  H.  A.  Cronk,  ^rK^idcnt  of  Borden's 
Farm  Products  Company  of  Kevj  York  and  Chairman  of  the  Trade  Relations 
CoiiL:\ittee  of  the  Interna i^ional  iissociation,  made  the  follovifing 
statement: 

"As  I  view  it,  if  v/e  cannot  form  and  follow  a  program  to  re^-ulate 
our  ovm  business  anu  control  ourselves,  recognizing  that  vie  are 
merchandising  a  product  coupled  with  a  public  interest,  v;e  automatical- 
ly invite  law-making  and  public  regulating  bodies  to  step  in  and  effect 
that  control  and  regulation  over  us.   Furthermore,  v^e  can  expect  the 
same  experience  as  other  industries  vvhich  .Id  not  observe  the  signs 
of  the  tines  and  brought  this  control  and  regulation  upon  themselves, 
as  witness  the  railroads  and  utilities." 

I,Ir.  Cronk 's  address  made  a  profoun-.  impression  and  v/as  widely 
quoted,  yet  no  one  at  that  time  would  have  believed  it  possible  that 
we  could  move  so  far  in  the  direction  of  public  control  of  the  milk 
industry  in  so  short  a  tine,  or  that  soi.ie  of  the  conservative 
eastern  states  wou ' d  take  the  lead  in  this  movement.   Distribution 
of  mill:  in  the  city  of  '..'innipeg  had  already  been  placed  under  the 
supervision  of  the  I/iaiiitoba  hunicipal  and  Public  Utilities  Board, 
but  that  appeared  to  be  a  radical  departure  from  democratic  principles 
of  government,  not  to  be  expected  within  the  United  3tates,  least  of 
all  in  conservative  New  England  or  '  New  York. 

Nevertheless,  within  the  past  several  months  legislation  has  been 
enacted  in  Connecticut,  New  York,  New  Jersey  and  Vi'isconsin:  which  goes 
a  long  way  toward  putting  the  fluid  milk  industry  of  those  states  in 
a  class  with  public  utilities  from  the  standpoint  of  public  control 
and  regulation.   Similar  legislation  has  been  considered,  or  is  now 
pending,  in  Pennsylvania,  Ohio,  I'entucky,  \/est  Virginia,  Illinois, 
California  and  other  states.    Obviously  such  a  sudden  change  in 
public  policy  can  be  accounted  for  only  by  extraordinary  conditions. 

The  New  York  Situation 

New  York  took  the  lead  ainong  the  states  in  this  movement.   lbs 
milk  control  law  became  effective  on  April  10  of  this  year.   This 
law  developed  out  of  a  fact-finding  investigation  and  recommendations 
by  a  legislative  coi^mittee  appointed  a  year  earlier.   At  the  time  this 
committee  was  created  the  prices  which  farmers  were  receiving  for  milk 
already  had  declined  to  a  point  where  few  could  realize  a  satisfactory 
return  for  their  labor.   The  committee  ?ms  directed  "to  investigate 
the  causes  of  the  decline  of  the  price  of  milk  to  producers  and  the 
resultant  effect  of  the  low  prices  upon  the  dairy  industry  and  the 
future  supply  of  milk  to  the  cities  of  the  state;  to  investigate  the 
cost  of  distribution  of  nilk  and  its  relation  to  prices  paid  to  milk 
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producers,  to  the  end  that  the  concuraer  may  be  assured  of  an  adeciuate 
supply  of  milk  at  a  reasonable  price,  both  to  producer  ana  consumer." 

At  the  outuet  of  the  committee's  investigation  little  thought 
was  given  to  the  possibility  that  legislative  action  of  any  kind  might 
be  recom-;iended.   Hovifever,  prices  continued  to  decline  during  the 
period  of  the  investigation,  and  it  becaine  evident  that  the  farmers 
would  insist  upon  some  form  of  relief  from  the  legislature.   There- 
fore, in  its  preliminary  report  on  February  15,  1933,  the  comraituee 
made  the  following  statement:  "A  State  iiilk  Control  Boaro.  irith  broau 
powers  is  required  to  deal  with  the  present  emergency  in  the  fluid 
milk  industry  of  the  state.   It  i;:  clear  that  the  economic  law  of 
supply  and  demand  cannot  be  relied  upon  either  to  insure  the  con- 
sumers of  a  continuous  and  adequate  supply  of  pure  aiid  ivholesome  milk, 
or  to  prevent  grave  injury  to  this  important  industry  ana  its  possible 
disintegration.   There  appears  to  be  little  hope  that  cooperative 
organization  of  producers  sufficiently  complete  to  deal  effectively 
with  this  situation  can  be  achiever  in  time  to  forestall  the  disaster 
v/hich  now  threatens  the  industry.   At  present  there  is  no  state 
agency  clothed  with  proper  authority  to  provide  the  necessary 
measures  of  relief.   The  State  I  ilk  Control  Board  should  be  given 
authority 

"(1)  to  license  all  milk  dealers  in  the  state  and  to  establish 
the  ternis  and  conditions  of  such  licuiises, 

"(2)  to  prohibit  unfair,  'tasteful  and  destructive  trade  practices, 

"(3)  to  fix  the  prices  to  be  paid  by  dealers  for  milk  clasfdfied 
according  to  its  use  ^Ith  proper  differentials,  and  the 
retail  anQ  wholesale  prices  to  be  charged  for  fluia  milk  and 
cream. 

"The  duration  of  the  authority  to  fix  prices  should  be  limited 
to  the  present  emergency  with  a  fixed  terr.i  of  two  years." 

The  committee's  recommendation  for  emergency  public  control  of 
the  milk  industr3'  was  supported  by  certain  findings  of  fact  as  follows: 

"1.   The  production  and  distribution  of  milk  in  this  state  is  a 

paramount  industry  and  affects  in  a  large  leasure  the  health 
and  prosperity  of  the  people  of  the  state.   It  is  the  duty 
of  the  state  to  ta^^e  such  measures  as  are  necessary  and 
reasonable  to  preserve  this  vital  industry'-.   Returns  to 
producers  of  milk  m.uch  belov?  the  cost  of  proauction  eventually 
must  lead  to  a  reduced  sup^^dy  of  milk  which  meets  the  accept- 
ed standards  for  consumption  in  the  cities  of  the  state. 
A  matter  of  more  immediate  concern  is  the  danger  that  the 
milk  supply  may  be  interrupted  by  strikes  ana  violence. 
Evidence  received  by  this  comiiiittee  indicates  that  the  danger 
is  immediate  and  impending,  the  necessity  urgent  and  such  as 
will  not  admit  of  delay  in  public  supervision  and  control. 
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"2.   The  financial  situation  of  dairj'-  farmers  in  the  state  is  verjr 
serious  and  has  grov.n  increasingly  critical  durii.g  the  period 
of  the  comi.iittee's  investigation.   The  very  inadequate  price 
for  milk  is  resulting  in  a  desperate  situation  among  many 
farm  families.   If  present  low  prices  for  milk  continue, 
the  state  must  come  to  the  aid  of  these  families  as  it  has 
to  aid  of  the  unemployed," 

The  conclusion  that  strikes  and  violence  might  result  unless  ijrompt 
action  "^'as  taken  to  relieve  the  farriers'  distress  vas  verified  within 
six  weeks  by  a  serious  milk  strike  near  Rochester  and  by  lesser  strikes 
and  disorders  in  other  parts  of  the  state. 

Just  prior  to  the  presentation  of  the  coiiEittee's  preliminary 
report,  its  Counsel  and  the  Legislative  Bill  Drafting  Coinmission  pre- 
pared a  bill  based  upon  the  recommendations  already  cited.   This  bill 
was  iin-iediately  introduced  by  Senator  Pitcher.    It  provoked  a  great 
deal  of  discussion  among  milk  dealers,  dairy  farmers  and  the  officials 
of  the  4ilk  producers'  organizations.    It  v.us  bitterly  opposed  by  the 
m.anagc!aent  of  the  Dairymen's  League,  who  believed  that  it  '.'ou.ld  have 
an  unfavorable  effect  upon  their  organisation.   The  milk  dealers  made 
a  determined  effort  to  eliminate  the  provision  for  fixing  prices  to  be 
paid  to  farmers  but  appeared  to  favor  the  proposal  to  have  minL.iurii 
selling  prices  fixed  by  state  authority. 

The  growing  unrest  araong  the  producers  culminated  in  a  series  of 
strikes  which  broke  out  about  the  time  checks  for  milk  delivered  in 
February  werc:  received.   The  League  pool  price  for  that  month  XTas  less 
than  60  percent  of  the  pre-war  average.   These  strikes  brov.-lit  home  to 
the  legislature  the  seriousness  of  the  situation.   The  Pitcher  Rill 
in  slightly  amendeci  form  was  passed  near  the  close  of  the  session, 
with  a  very  large  majority  in  both  houses. 

"Provisions  of  Milk  Control  Legislation 

At  this  point  it  may  be  well  to  reviei;  briefly  the  main  provisions 
of  the  "Pitcher  ACt  and  the  milk  control  legislation  recently  enacted 
by  other  states  and  the.  federal  gove  'nment. 

NE\'/  YORK:  The  Pitcher  Act. 

Ae:,ency  -  Milk  Control  Board  in  Department  of  Agriculture  and 
Markets.  Three  riembers,  including  Commissioner  of 
Agriculture  and  Markets  (Chairman),  Coiiiinissioner  of 
Health  and  one  appointed  by  'Governor. 

Powers  -  1.   Supervise  and  regulate  entire  milk  industry. 

2.  liaise  investigations,  and  sub;ioena  books  and  re'jords. 

3.  Act  as  mediator  or  arbitrator. 

4.  Issue  licenses  to  milk  dealers. 

5.  Require  records  to  be  kept,  reports  to  be  filed. 

6.  Fix  minimiom  wholesale  and  retail  prices  (mandatory)  ; 
fix  maximiim  v/holesale  and  retail  prices;  fix  minimum 
prices  to  be  paid  by  milk  dealers  to  producers  .and 
others. 

7»  Confer  with  authorities  of  other  states  and  United 
States,  regarding  uniform  milk  control;  enter  into 
compacts  t ith  other  states  or  federal  government. 
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Special  Features 


(a)  Milk  from  other  states  -  unlawful  to  sell  if  purchased 
froii  producers  at  lower  price  than  recjuired  to  be  paid 
for  milk  produced  v;ithin  the  state  purchased  under 
similar  conditions. 

(b)  Cooperative  corporations  permitted  to  blend  proceeds  of 
all  sales,  malce  deductions  as  provicea  in  contracts  T.'ith 
producers. 

(c)  'Provides  against  conflict  uith  health  regulations  of  l.[ew 
York  and  other  cities. 

(d)  Ejcempts  certified  uilk,  and  milk  sold  to  municipalities 
and  federal  government  upon  bids. 

(e)  Permits  sale  of  milk  of  unadvertised  branc s  one  cent  a 
quart  belon  minimiim  prices  f  ixeci  by  the  board. 

Duration  of  Board  -  To  March  21,  1934. 

NE?  JEHSgx; 

Agency  -  Milk  Control  Board,  including  Secretary  of  iigriculture, 
member  of  Department  of  Health,  and  one  appointed  by 
the  Governor. 

lowers  -  Sane  as  New  York  except  as  to  (1)  price  fixing,  wherein 
t}BNev,r  Jersey  law  follov/s  the  original  Pitcher  bill, 
giving  permissive  power  to  fix  minimum  prices  to  be 
paid  producers  ano.  charged  consumers;  (2)  omits  provis- 
ion for  interstate  conferences  or  coi;ipacts. 

Special  Features  - 

Makes  no  exception  for  unadvertised  brands. 

Permits  cooperatives  to  blend  returns,  make  deductions, 

etc. 

Duration  of  Board  -  To  July  1,  1935. 

CONNECTICUT: 

Agency  -  Board  of  Milk  Control  -  Three  per:,ons,  including  two 

producers,  one  to  be  chairman  -  all  appointed  by  Governor. 
Per  diem  compensation. 

Powers  -  Same,  except  fixing  of  both  minimum  buying  prices  and 

minimum  selling  pricts  is  permissive.   No  provision  for 
interstate  compacts. 

Special  Features  - 

Board  directed  to  foster  cooperation.   Provision  for 
appeal  to  courts.   Perraits  cooperative  to  continue 
contracts,  blending  proceeds,  etc. 
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Duration  of  Board  -  To  June  30,  1935. 

WISCONSIN:  (The  Caldwell  Act) 

iV^.ency  -  Department  of  A.'jriculture  and  Markets. 

Powers  -  Provides  only  for  investigations  and  fixing  of  temporary 
schedules  of  prices  to  be  paid  producers  and  charged 
consumera;  also  for  prescribing  tonus  and  conditions  upon 
which  milk  or  cream  may  be  purchased,  received  or  handled. 

Special  Features  - 

This  act  is  based  on  tho  theory  that  demoralised  markets 
tend  to  foster  monopoly  in  distribution  arid  that  tlio 
public  must  be  protected  therefrom.   Tl'e  act  applies 
only  to  cities  which  require  pasteurized  milk  to  be 
pasteurized  within  the  county  where  sold,  and  to  adjacent 
cities  and  villages  in  the  some  county. 

Dur;\t.j  on  -  Tv/o  years. 

OinO:  (Burk  Bill,  under  consideration) 

jVfc^ency  -  Ohio  Milk  Marketing  Commission  -  Kour  members  to  bo 
appointed  by  Governor. 

rowers  -  Apply  only  to  market  milk.   Commission  may  appoint 

advisory  boards.   Not  authorized  to  fi:c  prices  except 
as  indicated  below. 

Special  Features- 

Dealers  required  to  file  ocliedulos  of  iiriocs,  which  mviat 
be  approved  by  Commission.   Licenses  may  be  revoked  for 
failure  to  maintain  these  prices.   Rit;ht  of  appeal  to 
courts  specifically  {^ranted.   Unreasonable  prices  defined 

ma i  11.1  y  .in  l.ormu  of  corba. 

Duration  -  To  .Tuly  1,  1935. 

Mi\NlTOBA:  (Act  passed  July,  1932) 

Agency  -  Municipal  and  Public  Utilities  Board. 

Powers  -  Permissive  power  to  prescribe  areas  in  which  regulations 
shall  have  effect.   Implied  power  to  license  dealers. 
liay  fix  teraporarjr  schedules  of  rates. 

Duration  -  Orifjinally  until  130  days  after  next  meotinf-:  of  the 
Legislature.   Later  extended  for  a  longer  period. 
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FEDERAL  AGRICULTUT^vI.  i\D JUSTI.iZT^'  ACT 

Agency  -  Secretary  of  Agriculture,  (Agricultural  Adjustment 
Administration) . 

Powers  -  (With  particular  reference  to  milk.   Act  also  applies 
to  wheat,  cotton,  field  corn,  hogs,  rice,  tobacco). 

1.  To  provide  for  reduction  in  production  for  market 
through  agreements  r/ith  producers  or  by  other 
voluntary  methods. 

2.  To  enter  into  marketing  agreements  with  processors, 
associations  of  producers  and  others  engaged  in 
handling  the  comrricdity  in  interstate  commerce. 

3.  To  issue  licenses  to  processors,  associations  of 
producers  and  others. 

4.  To  require  licensees  to  report  quantities,  prices, 
etc.,  and  to  keep  accounts. 

5.  To  levy  processing  taxes,  on  first  domestic  pro- 
cessing of  the  commodity.   Equivalent  to  disparity 
bet-rteen  current  farm  price  and  price  required  to 
give  producers  purchasing  power  equivalent  to  pre- 
war.  Proceeds  of  such  taxes  reappropriated  for 
operating  expenses  and  benefit  payments;  also  a 
direct  appropriation  of  $100,000,000. 

Duration  -  Until  suspended  by  the  President  or  by  Congress. 

It  appears  to  be  the  intent  of  tlie  Administration  to  utilize 
the  provision  for  marketing  agreements  rather  than  the  processing  tax 
as  a  means  of  stabilizing  prices  of  fluid  milk  and  cream  in  markets 
where  the  act  may  be  made  effective. 


Problems  Confronting  Regulatory  Bodies 

These  attempts  to  stabilize  the  dairy  industry  and  to  obtain  for 
the  farmer  a  more  nearly  adequate  return  by  means  of  public  control 
have  been  stimulated  by  acute  financial  distress  among  the  producers. 
Although  the  several  control  measures  are  designed  for  an  emergency 
and  none  is  expected  to  be  permanent,  their  to^iporary  application  will 
be  regarded  as  a  very  important  series  of  experiments,  demonstrating 
whether  public  control  of  some  form  and  of  some  degree  beyond  what 
has  previously  been  attempted  can  be  successfully  applied  to  this 
industry. 

None  of  these  experiments  has  been  in  effect  long  enough  so  that 
conclusions  may  be  drawn  as  to  their  ultimate  success  or  failure. 
However,  it  is  not  too  soon  to  enumerate  and  to  discuss  profitably  some 
of  the  problems  with  v/hich  these  administrative  agencies  must  deal, 
such  as: 
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1.  Personnel. 

2.  The  effect  of  temporary  control  upon  the  permanent  stability 
and  efficiency  of  the  industry. 

3.  Effect  of  price  fixing  on  demand,  supply,  and  the  distributors' 

profits. 

4.  The  adaptation  of  regulations  to  local  situations  and  chang- 
ing conditions. 

5.  The  enforcement  of  all  regulations. 

6.  The  collection  and  analysis  of  infoirnation  which  is  required 
as  the  basis  for  sound  regulatory  policy  and  for  proper  en- 
forcement of  the  regulations. 

7.  T^ublicity. 

8.  The  interstate  movement  of  milk  and  cream. 

9.  legal  problems. 

10.   Social  and  political  problems. 

What  Is  to  Follow? 

Perhaps  the  inost  interesting  c.uestion  that  could  be  discussed  in 
connection  with  emergency  public  control  of  the  milk  industry  is  what 
means  of  stabilization  should  be  devised  to  replace  the  present  system. 
The  legislative  committee  which  investigated  the  nilk  industry  in 
New  York  State  concluded  that  "Universal  application  of  the  classified 
price  plan  and  control  of  ai rplus  milk  by  producers  through  effective 
cooperative  organization  appears  to  offer  the  best  prospect  for 
perm.anent  stabilization  of  the  dairy  industry  in  the  New  York  milk  shed." 

It  must  be  admitted,  however,  that  to  nane  more  complete  coopera- 
tive organization  as  the  best  solution  is  not  to  solve  the  problem. 
It  re.nains  to  be  demonstrated  ¥rtiether  the  milk  industry  can  be  re- 
gulated satisfactorily  through  cooperative  organization  on  a  purely 
voluntary  basis.   One  alternative  is  a  cooperative  monopoly  under 
state  or  federal  supervision.   A  plan  of  this  kind  has  been  devised 
for  the  milk  industry  in  Great  Britain.   Another  alternative  is 
permanent  regulation  as  a  public  utility. 

Serious  and  unprejudicea  discussion  of  these  and  other  possi- 
bilities is  needed  to  lay  the  ground -work  for  a  plan  of  stabilization 
with  which  to  replace  these  emergency  regulations.    It  is  unlikely 
that  public  control  will  be  \;ithdrawn  until  something  better  than  the 
arrangements  which  existed  previously  has  been  provided  in  its  place. 
It  is  necessary  that  existing  organizations  and  facilities  be  re- 
formed into  a  marketing  system  capable  of  serving  producers,  con- 
sumers and  distributors  more  efficiently,  more  ec.uitably  and  with 
greater  satisfaction  to  all  concerned. 
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m   ECONOI/IIC  APPRAISAL  OF  PUBLIC  lUAKi   COK^TROL 
I,  G.  Davis,  Economist,  Connecticut  State  College,  Storrs,  Conn, 


It  is  not  necessary  for  me  to  recount  vdth  this  audience  the 
conditions  that  have  made  the  problem  of  milk  surpluses  particularly 
acute  during  the  past  three  or  four  years.   The  depression  itself, 
its  effect  on  demand,  the  cyclical  upturn  of  dairy  production,  and 
the  shrinkage  of  export  movements  of  farm  staples  and  consequent 
movement  of  staple  producers  into  dairy  production  have  all  con- 
tributed to  excess  of  the  usual  seasonal  surpluses. 

The  systems  set  up  by  cooperative  bargaining  and  marketing 
associations  for  distributing  the  burden  of  surplus  and  for  reliev*^ 
ing  the  market  of  the  disruptive  and  price-breaking  effects  of 
seasonal  and  occasional  minor  surpluses  have  proven  inadequate  in 
the  face  of  recent  conditions.   Under  normal  business  conditions 
cooperative  associations  had  been  able  to  balance  supply  with  demand 
through  the  price  mechanism  in  a  very  rough  way. 

Ordinarily  it  would  have  been  sound  policy  for  farmers' 
associations,  ?/hen  faced  with  supplies  much  in  excess  of  seasonal 
surpluses,  to  drop  the  price  sufficiently  to  adjust  supply  to  the 
demand.   Lower  prices  might  have  been  expected  to  discourage  pro- 
duction, perhaps  stimulate  purchases  and  bring  supply  into  its 
proper  relation  to  demand.   Under  depression  conditions  the  great 
decreases  in  price  rrhich  were  made  had  verj''  little  effect. 
Alternative  opportunities  either  in  industry  or  in  other  lines  of 
farming  do  not  exist.   fixed  charges  pressed  on  the  farmer,  his 
capital  was  invested  in  cows,  barns,  and  silos,  machinery  and  tilled 
fields.   Out  of  these  and  out  of  his  own  labor  he  had  to  get  what 
he  could.    So  the  usual  tendency  for  production  to  fall  when  prices 
drop  has  been  offset.   The  condition  of  surplus  seems  for  the  tirae 
being  to  have  become  chronic,  and  no  economic  remedy  for  the  spread- 
ing infection  of  market  dem^oralization  has  been  found  which  would  not 
reduce  farmers  to  pauperism  and  wreck  the  social  institutions  of  the 
countryside. 

Under  such  conditions  as  these,  demand  arises  for  intervention 
of  the  state  and  for  exercise  of  the  police  power  in  the  interests 
of  public  health,  of  the  integrity  of  rural  institutions  and  a 
living  incom.e  for  country  folic.   The  problem  becomes  primarily  a 
social  one.   V^'e  have  seen  our  State  of  Connecticut,  the  neighboring 
states  of  New  York  and  Ke^^/  Jersey,  nuraerous  other  states, and  the 
Congress  of  the  United  States,  take  action  which  might  properly  be 
classified  as  milk  control  legislation.   The  need  for  control  today 
(June  1933)  is  usually  regarded  as  temporary.   It  is  felt  that  the 
cooperative  bargaining  associations  and  informal  dealer  groups  can 
handle  the  problem  of  seasonal  surplus  and  other  sm.all  surpluses 
grofring  out  of  minor  shifts  in  milk  sheds  and  variations  in  production. 

The  question  v/hich  we  face  is  the  appraisal  from  that  economic 
point  of  view  of  the  problems  that  arise  under  milk  control  legis- 
lation.  The  grave  questions  of  constitutionality  are  waived. 
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It  lYill  be  assumed  that  powers  to  investigate,  to  require  reports  and 
examine  books  will  be  upheld,  that  po?/ers  to  revoke  licenses  and  to 
fix  prices  will  receive  the  sanction  of  the  courts  if  put  to  the  test. 
The  question  before  us  today,  then,  becomes  one  of  economic  expediency. 
Is  price-fixing  desirable?   ',/ithout  giving  categorical  answer  to  this 
question  we  will  endeavor  to  discuss  its  various  aspects. 

If  control  is  to  be  a  temporary  or  emergency  matter,  then  it  is 
important  that  nothing  be  done  to  impair  the  effectiveness  of  farmers' 
cooperative  agencies  for  r;iarketing  or  bargaining.   These  agencies 
must  be  prepared  to  assume  the  buro.en  of  surplus  administration  as 
they  have  in  the  past,  once  the  crisis  is  over  and  surpluses  have 
again  become  largely  seasonal  in  character.   To  uo  this  they  must 
comraand  the  support  of  farmers  and  secure  the  cooperation  of  the  lead- 
ing dealers  on  the  market.   If  a  period  of  market  chaos  is  not  to 
intervene  when  the  period  of  control  teiminates,  the  prestige  and  the 
effectiveness  of  the  farmers'  cooperative  agencies  must  be  preserved. 

In  practically  all  ruarkets  there  exists  some  form  of  agreement, 
tacit  or  other'.Tise,  by  which  dealers  cooperate  with  farmers  and 
recognize  a  plan  of  arriving  at  price  agreements,  a  market  price,  and 
a  rnethod  of  payment  for  surpluses  adhered  to  by  the  majority  of 
dealers  and  producers.   The  force  which  impels  dealers  as  well  as 
farmers  to  accede  to  these  arrangements  is  fear  of  the  effect  of 
surpluses  on  the  market.   Bitter  experience  has  taught  the  dealer 
that  an  unorganized  market  becomes  ruinous  to  his  business  v;henever 
considerable  surpliises  appear.   The  dealer,  therefore,  under  ordinary 
conditions  readily  accedes  to  plans  of  surplus  control  developed  by 
farmers'  cooperative  associations,  an.  plays  the  game  '■'ith  the  farmer 
to  maintain  the  effectiveness  of  such  plans. 

The  thing  that  the  dealer  fears  is  price  cutting  by  the  owners 
of  milk  that  would  otherwise  be  without  a  market.    So  the  dealer  be- 
comes the  natural  ally  of  the  farmer  in  working  out  plans  of  surplus 
control.   Remove  the  fear  of  price  cutting  and  the  dealer's  attitude 
may  be  expected  to  change.   His  main  incentive  to  support  farmers' 
plans  for  allotment  or  distribution  of  the  burden  of  surplus  has  dis- 
appeared.  Unless  other  phases  of  coi.trol  are  carefully  handled, 
temporary  price  control  may  very  easily  lead  to  the  breakdo^m  of  the 
consciousness  of  coiomou  interest  between  organized  producers  and 
organized  dealers  which  is  the  very  foundation  of  cooperative  bargaining. 

On  the  other  hand,  large  surpluses  in  excess  of  the  seasonal 
leave  the  association  facing  a  dilemma,  on  either  horn  of  Which  they 
may  be  impaled.    If  price  is  lowered  for  the  purpose  of  equating 
supply  with  demand,  the  members  are  likely  to  rebel,  as  has  been  proved 
by  recent  events  in  various  markets,  and  even  to  resort  to  violent 
measures  to  secure  what  they  believe  to  be  a  living  price.   If,  on 
the  other  hand,  a  high  fluid  price  is  maintained,  the  differentials 
among  the  prices  of  the  several  classes  of  milk  become  so  great  that 
a  severe  strain  is  placed  upon  both  dealers  and  producers  in  their 
loyalty  to  pooling  or  surplus  control  plan  that  may  be  in  operation. 
As  long  as  such  a  system  of  organized  marketing  remains  in  force, 
temporary  advantages  may  be  gained  by  every  producer  or  t  ealer  who 


chooses  to  buy  his  fluid  milk  requirements  only,  at  a  flat  price 
outside  of  the  organized  system.   however,  while  the  wide  differ- 
entials in  the  prices  of  classes  of  milk  prevail,  the  system  always 
threatens  to  crumble  and  to  be  succeeded  by  market  chaos,  cut-throat 
competition  and  rapid  wastage  of  fixea  resources.   It  is  obvious 
that  vAen  surpluses  in  excess  of  the  seasonal  become  sufficiently 
large,  the  cooperative  by  itself  cannot  entirely  escape  either  horn 
of  the  dilemma.    It  is  then  that  control  by  the  state  is  brought 
forward  to  preserve  the  industry,  to  save  for  the  time  being  both 
the  farmer's  standard  of  living  and  the  consumer's  supply  of  sani- 
tary milk.   It  is  important  that  control  boards  have  clearly  in 
mind  this  tendency  of  price  fixing  to  break  do\;n  under  more  normal 
conditions  the  motives  underlying  organized  marketing  and  that  they 
take  special  measures  to  preserve  the  vigor  of  these  cooperative 
groups  of  producers  and  dealers. 

Of  all  the  po-.ers  delegated  tc  control  boards,  the  use  of  the 
price  fixing  power  is  the  m.ost  q.uesti enable.  Power  to  secure  the 
basic  statistics  of  the  industry  and  to  investigate  costs  and 
practices  can  be  regarded  only  as  constructive  and  beneficial,  likely 
to  break  dovm  prejudice  and  establish  a  basis  for  sound  policy  by 
producers,  dealers  and  the  control  board  itself.   The  power  to 
license  and  to  revoke  licenses,  the  power  to  investigate  and  to  give 
publicity,  ano.  thus  align  public  sentiment  against  unfair  or  destruc- 
tive trade  practices,  are  both  powers  of  great  importance  and  should 
constitute  an  important  basis  of  any  control  board's  strength. 

The  question  i.'hether  or  not  control  boards  should  promulf-^ate 
and  attempt  to  enforce  rigid  schedules  of  prices  for  the  several 

classes  of  milk  wi-^hin  certain  specified  zones  is  a  nice  question 
calling  for  discrimination  and  wise  administrative  judgment.   No 
dogmatic  statements  can  be  made.   Certain  differentials  undoubted- 
ly must  exist  on  the  market  anong  the  different  classes  of  dealers. 
Undoubtedly  stores  can  establish  a  case  for  a  lower  selling  price 
both  on  the  grounds  of  fewer  services  rendered  and  of  lower  costs. 
The  primary  emphasis  in  control  should  not  be  to  set  up  rigiu,  non- 
flexible  schedules  cf  prices  from  which  none  may  deviate  under  penalty 
of  the  law  but  to  secure  general  and  as  far  as  possible  voluntary 
cooperative  adherence  to  a  general  code  of  both  business  ethics  and 
price  relationships  in  milk  and  cream  marketing.    In  any  event,  milk 
control  boards  should  aim  to  secure  the  voluntary  cooperation  of 
every  important  element  in  the  industry.   \,'ithout  it  nullification 
and  evasion  and  wide  spread  criticism  may  be  expected  to  tend  to 
bring  control  into  disrepute  an-^.  eventually  to  paralyze  the  poT>^ers 
of  control  boards.   Tact,  wisdom,  courage  and  patience  are  all 
needed  for  successful  dealing  with  the  various  elements  of  the.  xiilk 
industry.   To  secure  this  cooperation  is  one  of  the  important  pro- 
blems of  control. 

Some  elements  of  price  control  undoubtedly  rest  with  the  con- 
trol board  whatever  action  they  may  take.   Even  if  they  refuse  to 
promulgate  schedules  of  prices,  as  long  as  they  maintain  their  pre- 
stige they  are  bound  to  exercise  an  important  irifluence  on  the  price 
policies  of  dealers'  and  producers'  associations. 
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To  sunLiarize  my  rer.arks  on  this  point  ne  may  say  that  milk 
control  boaxds  face  the  problerr,  of  maintaining  fair  price  schedules 
and  holding  cut-throat  corajetition  in  restraint  with  a  minimur:i  of 
rigid  price-fixing,  with  a  maximum  of  cooperation  from  proo.ucers' 
cooperative  or,?anizations  and  trade  associations  of  producers 'in  the 
industry. 

Another  important  economic  problem  facing  the  control  adminis- 
trator is  the  level  of  milk  prices.    It  seems  obvious  to  the  spealcer 
that  any  price  that  <ioes  not  tend  to  close  the  gap  between  supply 
and  demand  and  eventually  to  relieve  the  markets  of  the  heavy  burden 
of  surpluses  is  doome:..  to  failure.   The  true  function  of  milk  con- 
trol legislation  is  to  cushion  a  serious  and,  we  hope,  temporary 
maladjustitient.   And  to  give  power  to  or^^anized  producer  and  dealer 
groups  to  set  their  industry  in  order.   Deman.'  has  shifteu  rapidly. 
Supply  cannot  be  a',  justed  to  meet  the  n&r   and  lower  demand  through 
the  price  mechanism  without  ruining  or  pauperizing  farmers  and 
jeopardizing  the  milk  supply.   The  function  of  control  is  to  hold 
the  situation  in  hand  anu  permit  orderly  adjustment.   ^"hether 
supplies  must  be  au justed  dornvTaro  or  renewed  business  activity  v/ill 
adjust  demand  upwar  ,  is  not  yet  apparent.   Kilk  control  boards, 
while  they  protect  the  farmer  against  the  effects  of  demoralized 
markets,  must  expect  to  disappoint  many  farmers  in  their  demands  for 
a  price  sufficient  to  pay  what  are  popuxarly  tenaed  the  costs  of  pro- 
duction.  Such  a  price  is  likely  to  expand  milk  production  and  create 
a  situation  in  which  milk  control  would  break  down  just  as  surely  as 
have  other  and  earlier  efforts  of  Farmers'  Cooperatives  to  exercise 
price  control.   Here  again  the  control  Boara  has  a  difficult  course 
to  chc-.rt.   Here  again  they  must  sail  between  Scylla  and  Charybdis. 
They  must  endeavor  gradually  to  balance  supply  with  demand,  maintain- 
ing prices  during  the  v/hole  operation  at  levels  that  do  not  too 
seriouiy  impair  the  fari.ier's  standard  of  living  or  imperil  either  our 
sanitarjr  milk  supply  or  our  rural  social  institutions. 

The  problem  of  the  equitable  distribution  of  the  burden  of  sur- 
plus is  another  major  question,  and  from  certain  points  of  view  is  the 
key  problea  facing  boards  of  control.   The  desire  to  dodge  the  re- 
sponsibility for  surplus  is  the  star  ing  point  for  the  most  im.portant 
difficulties  besetting  the  market.   livery  voluntary  plan  of  surplus 
adniinistration  is  subject  to  this  7;eakness,  that  the  plan  itself  puts 
an  economic  prcmiimi  on  defections  to  the  plan.   The  farmer  or  dealer 
on  the  outside,  profits  at  the  expense  of  those  trying  to  stabilize  the 
industry.    In  every  organized  milk  shed  there  has  al\?ays  been  a  minor- 
ity of  producers  and  dealers  who  have  profited  by  operating  independently. 
This  condition  is  unsatisfactory.   The  existence  of  control  boards,  both 
state  ano  federal,  suggests  that  they  may  be  able  to  develop  some  plan, 
regulated  in  the  public  interest,  by  which  an  approach  is  made  to  a 
system  of  general  or  univeral  sharing  in  which  the  burden  of  accidental 
or  market  surpluses  is  spread  over  the  whole  industry  equitably,  and 
the  burden  of  seisonal  siirpluses  properly  allocated.    Some  legal 
sanctions  for  taking  steps  in  this  direction,  and  some  m.achinery  for  the 
regulation  of  such  a  proceoure  in  the  public  interest,  seemx  to  me  to  be 
essential. 

A  problem  of  great  importance  to  i/hich  control  boards  will  be  ex- 
pected tc  give  their  attention  is  that  of  increasing  the  cfficienoy 
of  the  dairy  industry.   Opportunities  for  increasing  efficiency  exist 
in  all  phases  of  the  inaustry.   From  the  fan.ier's  point  of  view  it 
is  particularly  important  that  these  efficiencies  be  realised. 
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Every  gain  in  efficiency  which  malces  possible  a  loTJerin,^  of  price 
to  the  consuTiier  expands  the  market  on  '^vhich  the  farmer  has  to  sell; 
and  if  these  efficienciB  can  be  bsught  about  in  marketing  and  dis- 
tribution, they  v;ill  tend  to  improve  the  economic  position  of  the 
farmer.   Losses  which  grow  out  of  ciuplication  of  services  in  the 
retail  distribution  of  milk  offer  opportunity  for  greatly  increased 
efficiency  over  a  period  of  time.    In  spite  of  all  the  advances 
that  have  been  made  by  cooperative  associations,  opportunity  still 
remains  for  reducing  greatly  the  cost  of  country  hauling.   Control 
boards  have  it  in  their  power  to  exercise  a  gradual  and  indirect 
influence  in  the  direction  of  increasing  efficiency  in  the  various 
phases  of  the  dairy  industry. 

I  have  enur.ierated  what  seem  to  me  to  be  the  four  most  imiiie'iiate 
and  critical  economic  problems  facing  control  boarus:  First,  the 
degree  and  kind  of  price  control  to  be  exercised;  second,  the  kind 
of  price  policy  to  be  followed;  third,  the  problem  of  the  distri- 
bution of  the  burden  of  .surplus;  and  fourth,  that  of  increasing  the 
efficiency  of  operation  of  the  industrj^. 

Now  let  us  consider  the  permanent  improvements  in  the  economic 
structure  and  organization  of  the  dairy  industry  that  we  may  expect 
as  a  result  of  an  era  of  control.   Certainly  we  have  a  right  to 
expect  a  residuum  of  progress,  and  some  new  and  lasting  changes  in 
our  economic  structure.   The  dairy  industry  of  Hex:  England  has 
never  had  the  body  of  accurate  and  dependable  data  on  the  amounts 
ana  classet  of  milk  moving  into  consuraption,  the  sources  and  origins 
of  thiG  milk  and  the  variations  both  in  supply  and  consumption 
under  changing  conditions  1;hat  is  essential  for  formulating  so\ind 
price  policy.   Data  on  the  resources  available  for  production  and.  for 
analyzing  the  competitive  position  of  the  industry  are  also  defective. 
The  Nev/  England  Hesearch  Council  has  formulated  in  detail  the  basic 
data  needed  in  the  industry.   'Vhile  control  boards  cannot  be  expect- 
ed to  accumulate  all  the  needed  facts  they  will  be  in  a  position  to 
gather  much  in  the  ordinary  course  of  their  operations  and  will  be 
able  to  exercise  their  influence  in  encouraging  the  coordinated 
accumulation  in  orderly-  series  of  the  data  needed  for  intelligent 
management  of  the  industry  by  the  various  parties  and  groups  which 
consitute  it.   The  Board  itself,  the  state  departments,  the  colleges, 
the  Federal  livestock  reporting  service,  cooperative  associations,  and 
dealers  all  possess  facilities  for  gathering  basic  statistics.   Milk 
boards  seem  to  possess  an/usual  opportunity  to  help  round  out  and 
integrate  the  data  into  a  form  which  may  be  useful  to  every  element 
in  the  industry,  and  which  may  become  a  basis  for  sounder  policy  for 
all.   The  plan  of  trade  associations  regulated  in  the  public  interest 
proposed  in  the  National  Recovery  ACt  should  be  suggestive  of  the 
direction  in  which  control  boards  may  move  tov/ard  constructive  de- 
velopment of  the  industry.   Under  such  a  plan  it  is  to  be  hoped  that 
stablization  can  be  accom:ilished  m  th  a  minimum  of  arbitrary  price 
fixing  and  without  paralyzing  the  operation  of  those  competitive 
forces  which  must  continue  to  have  play  if  the  industry  is  to  maintain 
its  economic  health. 


Opportunity  to  Help  Increase  the  Efficiency  of  Distribution  and 

Production. 

The  three  essential  institutions  which  must  be  fostered  are, 
first,  a  farmers'  association  responsive  to  the  views  of  its 
members.   Unless  the  members  are  sufficiently  informed  on  the 
economic  facts  of  the  industry  and  the  price  and  production  policies 
m'hich  follow  from  these  facts,  such  an  association  becomes  an  un- 
wieldy element  in  the  situation.   Vi/hen  the  members  of  such  an 
association  are  informed,  and  when  they  have  confidence  in  the  facts 
set  before  them,  they  may  be  depended  upon,  I  think,  to  stand  for 
sound  policy.   The  distrust  and  suspicion  in  the  minds  of  m^any 
farmers  as  to  dealers'  costs  and  margins,  the  use  of  surplus,  and 
the  salaries  and  earnings  of  the  several  elements  in  the  industry 
could  be  dispelled  by  action  that  every  control  board  has  in  its 
power  to  take.   Rf^ports,  investigation  and  publicity  on  these 
matters  are  the  farmers'  due,  and  if  given  freely  by  the  industry 
would  go  far  to  create  confidence  T,-hich  would  react  to  the  advan- 
tage of  the  entire  industry. 

Legal  sanctions  making  possible  the  right  kind  of  trade 
associations  among  dealers  are  equally  important.    Such  an 
association  must  have  a  place  for  the  small  as  well  as  the  large 
dealer.   Codes  of  business  ethics  formulated  by  such  associations, 
and  to  a  large  aegree  enforced  by  the  sentiment  and  opinion  of  the 
group,  would  take  the  place  of  regulations  laid  down  by  the  board 
after  being  subject  to  their  review.   The  Voluntary  Trade 
Associations,  with  their  codes  of  fair  practice  enforceable  for 
an  entire  industry'  as  set  forth  in  the  National  Industrial  Recovery 
Act,  are  very  suggestive  of  the  procedure  that  might  be  followed. 
As  far  as  possible  p' ices  and  trade  arrangements  would  be  a  matter 
of  negotiation  between  the  farmers'  association  and  the  dealers' 
trade  association. 

The  third  element  is  the  control  board  with  broad  po;7ers  and 
a  recognized  legal  position.   Having  these  po""'ers  it  need  seldom 
exercise  them.   The  foregoing  discussion  sketches  hastily  an 
ideal  relationship.    It  tnrows  into  relief  and  suggests  the 
tremendous  institutional  problems  facing  control  boards.   The 
attitudes  of  the  courts  towards  competition,  and  the  exercise  of 
the  licensing  power,  are  involved;  the  traditional  attitude  of 
private  business  towards  the  privacy  of  its  affairs  is  involved. 

Throughout  the  discussion  thus  far  I  have  tacitljr  assumed  that 
the  problams  to  which  control  boai-ds  have  been  assigned  are  temporary, 
and  that  in  more  normal  times  the  competitive  institutions  and 
practices  which  have  opt  rated  to  maintain  a  .loderate  measure  of 
equilibrium  and  econom.ic  health  will  continue  to  serve  that  purpcs  e. 
Many,  however,  regard  our  traditional  system  of  competition  as 
obsolete  and  beliei^e  that  society  must  formulate  sDrae  plan  of  social 
control  of  both  the  production  and  distribution  of  wealth  ana  of 
the  organization  of  industries,  if  our  highly  complex  and  productive 
system  is  to  maintain  itself. 
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This  general  question  presents  specific  problems  to  milk 
control  boards.   They  must  decide  liov  far  the  nechanisra  of 
control  is  to  supplant  our  existing  machinery  for  cooperative 
marketing  and  for  dealer  organizations.   They  must  decide  how 
far  unrestricted  competition  constitutes  the  best  social  policy 
and  to  what  extent  and  in  what  ways  competition  should  be  ^r- 
manently  regulated  to  serve  long-time  social  interests.   They 
must  decide,  where  the  law  permits,  how  much  power  it  is  wise 
to  permit  trade  associations  of  dealers  or  farmers'  cooperative 
associations  to  assui^it  in  regulating  competition  and  organizing 
the  market.   In  brief,  they  must  attempt  to  visualize  the  ideal 
organization  of  the  industry  for  the  immediate  future,  and  in 
the  formulation  of  their  temporary-  policy  work  towards  this  ideal. 

My  own  viev.'s  have  probably  been  reflected  by  the  tone  of  this 
paper.   One  or  t^vo  years  hence,  we  shall  probably  find  that  the 
world  of  the  past  decade  has  not  disappeared.   ;  lany  changes  that 
seem  to  be  perinanent  will  probably  prove  to  cyclical.   This  de- 
pression will  pass  as  all  otheishave,  and  when  the  sun  comes  out 
it  will  be  on  the  same  world.   Yet  it  will  not  be  the  same.   It 
will  be  a  changed  v;or3.d.    Industrial  and  agricu]. tural  revolutions 
have  been  in  progress  for  a  century.    Social  and  economic  structure 
have  been  in  constant  adjustment  to  improvom.ents  and  changes  in 
technology,  transportation,  science  and  ideas.   Changes  and  ad- 
justments always  occur  a  little  more  rapidly  in  times  of  crisis 
like  the  present,   Social  control  of  competition  has  developed 
progressively  throughout  the  whole  period.   The  new  foims  of 
control  represented  by  the  Industrial  Recovery  Act,  by  farm  relief 
legislation,  and  by  control  boards  in  the  dair^^  industry  are, 
however,  of  anew  character  untried  and  experimental.   To  the 
personnel  of  these  control  groups  we  have  intrusted  a  now  adventure 
in  social  and  economic  orgai izaticn.   Their  problem  is  in  part  to 
gauge  wistSiy  the  direction  and  speed  of  those  changes  which  demand 
compensating  adjustment  in  the  economic  system,  and  to  plan  accord- 
ingly.  Their  responsibility  is  great.   Their  opportunity  to 
help  achieve  social  and  economic  progress  is  equally  great.    If 
they  can  guage  the  trends  of  the  times  correctly  and  help  direct 
the  industry  into  harmony  with  these  trends  a  net  residuum  of  lasting 
progress  may  be  achieved. 

In  closfeng  let  me  bespealc  for  all  such  boards  or  commissions, 
sympathy,  patience  and  the  greatest  consideration.   They  face  a  set 
of  problems  calling  for  -'isdom,  for  courage,  patience  and  hard  work. 
They  are  to  be  envied  for  their  opportunity  but  not  for  their  job. 
They  will  be  under  severe  pressure  from  selfish  interests,  and 
subject  to  much  partisan  and  some  vicious  criticism.   "hile  they 
face  their  problems  nay  we  not  give  them  our  cooperation,  confiidence 
and  support? 


3S 


37- 
MINUTES  OF  THE  MEETING  AT  THE  NE\7  ENG-LAl©  INSTITUTE  OF  COCPERA.TION 


The  discussion  was  opened  by  Mr.  Edgar  L.  Dynes.   Since 
butter  prices  are  the  basic  element  in  milk  prices,  since  exchange 
is  important  and  it  is  unlikely  that  imports  will  be  forbidden, 
he  wondered  what  govern  lent  can  or  i/ill  do  about  milk  prices. 

Dr.  Thomas  Stitts  replied  that  the  expected  in  production 
during  the  flush  season  had  not  occurred;  that  although  the  country 
had  the  largest  number  of  cows  it  has  ever  had  in  recent  years  with 
abundant  feed  supplies.   The  coviTs  and  the  feed  ?;ere  not  in  the 
same  place  and,  therefore,  there  would  not  be  as  large  a  production 
as  might  be  expected  from  this  combination;  that  production  would 
probably  be  lower  this  fall  than  last;  that  the  increase  in  consi.irap- 
tion  of  condensed  milk,  as  well  as  cheese,  had  diverted  milk  from 
butter  production.   The  holiday  movement  had  likewise  reduced 
supplies,  and  production  on  the  west  coast  was  considerably  lower. 
The  increase  in  emploj^ment  could  be  expected  to  increase  demand. 
Experience  in  the  market  indicated,  however,  that  sales  drop  off  in 
Ne-.v  York  whenever  butter  is  higher  than  26  cents  a  pound.   Dr.  Stitts 
expected  that  this  might  be  different  by  fall,  however.   He  also 
suggested  that,  ^A'ith  governmental  authority  involved,  the  relation 
bet¥ifeen  butter  prices  and  fluid  milk  prices  would  not  necessarily 
be  the  same  in  the  future  as  it  has  been  in  the  past. 

Mr.  Dynes  asked  y/hat  the  Milk  Board  intended  to  do  about  the 
burden  of  surplus.   He  stated  that  the  2,000  producers  in  the 
C.  M.  P.  A.  were  sheltering  the  rest  of  the  producers  in  the  milk 
shed.   AS  exa^aples  of  the  effect  of  the  luiequal  distribution  of 
the  surplus,  he  cited  instances  in  Amston  and  Colchester  where 
farmers  producing  milk  testing  3.5  percent,  netted  only  85  cents 
per  cwt.  at  the  farm.   The  Bryant  and  Ghapmau  net  price  was  :jl»28. 
He  state  further  that  there  had  been  two  price  increases  since 
March.   The  first  price  increase  cost  the  consumers  of  the  state 
one  cent  a  quart.   Due  to  the  surplus,  or  more  particularly,  to 
unequal  distribution  of  the  surplus,  the  price  increase  to  these 
farmers  was  only  19  cents  a  hundredweight. 

As  a  further  indication  of  the  difficulty,  Kr.  Dynes  brought 
out  that  during  the  last  half  of  June  the  fluid  price  to  the  farner 
canie  up  to  six  cents  and  surplus  increased  from  50  to  60  percent. 
(He  did  not  indicate  in  which  pool  this  happened.)   The  total  rise 
to  the  consumer  was  two  cents  since  March,   The  farmers  sellin;^  to 
the  big  pools  only  got  about  three-fourths  of  a  cent  increase. 
Mr.  Dynes  was  apparently  trying  to  indicate  the  difficulty  of 
benefitting  the  farmer  through  further  price  increases  to  the  con- 
sumer.  He  also  brought  out  the  difficulty  of  pooling  the  pools. 
The  small  dealers  were  all  opposed  to  pooling  becau5e  they  were 
extremely  anxious  to  get  as  large  a  return  as  possible  for  their 
producers.   They  expressed  the  opinion  that  the  return  they  were 
getting  at  present  was  low  enough  without  reducing  it  further  by 
pooling.   Mr.  Dynes  asked  what  the  Milk  Board  proposed  to  do  about 
it. 


Kr.  Morris  replied  that  the  Board  had  not  as  yet  made  definite 
plans.   The  Board  had  been  concermd  with  licensing  dealers  and 
attending  meetings  for  the  purpose  of  determining  fair  prices  for  the 
several  classes  of  milk.   They  proposed  to  follow  the  course  charted 
for  them  in  the  act  itself.   He  cited  Section  4  as  enjoining  the 
Milk  Board  to  "foster  cooperation  among  producers."   "The  Board  pro- 
poses to  follow  this  mandate  because  it  is  obvious  that  the  pro- 
ducers are  the  most  important  elem.ent  in  this  situation." 

Mr.  Morris  cited  Terryville,  where  one-sixth  of  the  supply  come 
from  producers  making  less  than  10  quarts  of  milk  a  day.   These 
producers  are  making  and  marketing  milk  without  regard  to  the  cost 
to  themselves.   Some  Kay  vill  hav^  to  be  found  of  gettin,:;:  thorough- 
going cooperation  among  these  producers. 

Another  provision  of  the  act  calls  for  fostering  cooperation 
among  dealers.   Thus  far  the  Board  had  called  conferences  among 
dealers  and  stablized  the  price  first  at  10  cents,  then  at  12  cents. 
In  such  towns  as  ;  addle  town  and  Bristol  there  had  already  been  a 
direct  gain  through  cooperation  in  price  stabilization. 

A  third  feature  of  the  act  provides  for  fostering  cooperation 
between  producers  and  dealers.   Mr.  Morris  did  not  discuss  this 
feature  except  to  indicate  that  the  only  point  of  contact  between 
these  groups  was  in  executive  meetings  of  the  C.  II.   P.  A.,,  and 
that  the  Board  had  attended  these  meetings  for  this  purpose. 

The  act  specifies  that  the  Board  shall  "promote  a  more 
equitable  distribution  of  the  burden  of  surplus."   The  Board  has 
not  as  yet  taken  any  steps  to  accomplish  this,  but  in  Mr.  Morns' 
estimation  it  would  be  necessary  to  go  much  further  than  pooling 
the  pools,  and  pool  the  total  production. 

A  further  feature  of  the  act  proviaes  for  "elimination  of 
unfair  and  demoralizing  trade  practices."   He  explained  that  the 
Board  was  doing  this  by  sending  to  the  person  against  whom  the 
complaint  was  i.iade  a  notice  that  co.aplaints  had  been  received. 
If  he  persisted  in  his  practices,  th.  next  step  would  be  to  summon 
the  defendant  to  a  hearing  before  the  Board  to  show  cause  why  his 
license  shoulu  not  he   removed  or  to  explain  his  procedure. ^   After 
the  hearing  the  Board  may  remove  his  license,  if  it  so  decides. 
The  Board  has  is  id  anc  -all  pay  no  attention  to  unsigned  complaints. 

Mr.  Harry  Young  suggested  that  fixing  prices  at  both  ends  would 
be  injurious  to  the  consumer.   He  also  questioned  'i.-r.  Spencer's 
opinion  that  price-fixing  was  injurious  to  the  small  dealers.   The 
v^hole  procedure  encourages  inefficiency. 

Mr.  Lelana  Spencer  replied  that  his  sympathy  was  not  with  the 
small  dealer  but  with  the  producer  who  sells  to  that  dealer. 

Mr.  Young  said  that  milk  business  had  gotten  into  politics. 
He  feared  that  the  natural  course  would  be  for  goveriv.ient  to  take 
care  of  everyone.   llo  comi-aents  were  rrade  on  either  of  Mr.  Young's 
suggestions. 
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Iwr.  Hunter  disagreed  with  the  siig.^estion  in  Iir.  Da*,  is'  paper 
that  r.iilk  control  boards  should  not  fix  prices.   He  statea  that 
he  was  fai'.iiliar  'ith  an  attempt  which  had  been  ,iade  to  orgtmize  both 
dealers  and  prouuct^rs  for  the  pur;jOse  of  stabilizing  the  i.iarket  on 
which  milk  was  being  soIl.  at  prices  of  from  5  to  10  cents  a  quart. 
The  :oroble-i  they  encountered  was  to  get  farraers  who  sell  to  stores 
to  raise  their  prices.   ^J.1  stores  agreed  to  sell  at  a  price  that 
was  agreed  upon.   The  chain  stores  agreed  to  raise  prices  if  the 
price  cutters  did.   The  worst  price  cutter  did  not  agree  to  raise 
prices  but  agreed  to  go  out  of  business.   The  organizing  committee, 
however,  refused  to  go  aliead  because  this  would  leave  without  a  .larlcet 
the  producers  who  nov7  s^ell  to  this  price  cutter.   The  conclusion  they 
caiae  to  was  that  nothing  could  be  cone  except  through  the  action  of 
some  control  board.   lir.  Hunter  expressed  the  opinion  that  retail 
price  stabilization  was  the  first  re.iuisite  to  a  stabilized  narl-cet. 

r.r.  Davis  agreed  that  the  control  Board  must  have  sorie  control 
over  prices,  but  said  that  they  should  p:uide  price  policies  tlirough 
other  po'.ers  granted  then,  through  cooperation,  and  more  especially 
through  the  licensing  power,  rather  than  by  promulgating  rigid  price 
rates.  Ee  drew  an  analogjr  with  the  speed  lav;s,  ^rhich  regulate  but 
do  not  lay  down  ri.'rid  rules  of  conduf>t. 

Dr.  Alexander  Cance  declared  in  favor  of  ..laking  milk  a  public 
utility  at  once.   He  said  that  public  utilities  had  been  declared 
so  in  the  interest  of  the  cons'omer.   He  contrasted  this  situation 
with  that  of  milk  where  the  step  would  be  a  neasure  to  protect  the 
producer.   The  difficulty,  in  his  ouinion,  is  that  we  have  private 
industries  v;ith  rights  they  will  not  give  up-   He  suggested  that 
since  the  trend  seems  to  be  in  the  direction  of  socialism,  we  ought 
to  go  the  whole  way.   A  man  cannot  learn  to  swim  until  he  gets  into 
the  \¥ater. 

Hr,  Dynes  raised  a  ^uestion  in  regard  to  hr.  Stitts'  statement 
that  surplu.^  was  a  necessary  part  of  the  :.iilk  supply.   If  that  is 
so,  why  shouldn't  lailk  dealers  bear  some  portion  of  the  cost?   Under 
former  conditions  the  dealers  stood  about  8  percent  of  the  cost. 
Ee  wondered  if  3D 'ae  arrar.gei.ient  could  not  be  made  v/hich  would  permit 
this.   He  also  raised  the  question  as  to  the  spread  in  various  cities. 

Mr.  Stitts  replied  that  a  quantity  large  enough  to  tal:e  care  of 
the  fluctuations  in  de;uand  and  to  cover  emergencies  was  part  of  the 
necessary  supply.   The  whole  question  of  reasonable  spread  was  so 
large  and  complicated  tnat  it  coiila  not  be  adequately  discussed  in 
such  a  meeting.   A  reasonable  quantity  should  be  determined  and 
added  to  the  amount  for  ihich  a  far  ler  should  be  paid  the  fluid  price. 

Mr.  Davis  replied  to  Mr.  Cance  that  we  may  be  moving  quite 
rapidly  in  the  direction  of  public  utility  control,  but  that  we  should 
preserve  cooperatives  anc  other  accustomed  agencies  until  such  time 
as  we  have  developed  experience,  capacity  and  agencies  for  public 
utility  control,  and  particularly  until  we  have  determined  that  it 
is  necessary. 

Meeting  adjourned. 


TEE  PHILOoOPHY  OF  GOOPEIL.Tir^  tlEIBLRbHIP 

Dr.  IL.  G.  Nourse,  Directijr,   Institute  of  jjcononics,  Washington,  D.  C. 

There  is  a  tendenc^;   to  try  to  raai-re  cooperatives  successful  by 
perfecting  operative  practices  while  Tve  neglect  the  basic  problem 
of  membership  relations,  v,'e  act  as  though  cooperatives  were  no 
different  from  other  forms  of  business  enterprise  and  especially  the 
corporation,  whereas  in  fact  they  are  fundamentally  different.   Me 
must  have  good  operative  technique  for  a  cooperative  just  the  sjitiie  as 
for  a  corporation,  partnership  or  private  enterprise.   But  what  most 
people  do  not  realize,  or  seem  constantly  to  forget,  is  that  coopera- 
tion has  a  set  of  broad  economic  and  social  objectives  which  both 
underlie  and  go  beyond  the  specific  matter  of  commercial  skill  and 
success. 

A  cooperative  proposes  to  bring  a  (^roup  together  to  merge  their 
bits  of  business  in  a  large  enterprise  in  the  interests  of  the  whole 
group  -  not  of  each  individual  member.    If  one  wi sixes  to  continue 
trying  to  derive  individual  profits  from  "outsmarting"  another  trader, 
he  should  stay  out  of  the  cooperative  and  deal  as  an  individual  vrith 
other  trade  units,  corporate  or  other.   But  if  he  goes  into  a 
cooperative  association  it  must  be  with  an  understanding  and  loyal 
intention  of  merging  his  individual  interests  in  a  comiion  undertaking 
to  be  controlled  by  dei-\iocratic  devices  of  self  governraent  by  the 
majority  in  what  they  conceive  to  be  the  best  interests  of  the  vihole 
group . 

Herman  Steen  gave  his  book  on  cooperation  a  subtitle  "The  Golden 
Rule  for  Agriculture."   That  was  a  very  proper  distinction  of  true 
cooperative  enterprise,  but  there  are  many  indications  that  agricul- 
tural cooperation  has  gone  off  the  gold  standard.   Too  many  nominal 
cooperators  are  trying  as  hard  to  "outsmart"  their  cooperatives  as 
they  ever  tried  to  beat  the  private  trader,   I  well  recall  the  re- 
mark of  Jim  Stone  after  a  few  years  of  trying  to  get  results  through 
group  action  for  the  100,000  tobacco  growers.   He  said:  "You  fellor/s 
set  up  your  own  association  to  bring  you  benefits  you  were  not  able 
to  get  from  the  private  trade  system    Then  instead  of  carrying  your 
part  of  the  load,  instead  of  doing  everj'-thing  in  your  power  to  con- 
tribute to  its  success,  you  hang  back,  you  malce  its  road  as  rough 
and  hard  as  possible;  you  dare  your  uwn  cooperative  association  to 
succeed."   Lost  cooperative  executives  know  that  that  statement  is 
bitter  truth. 

Persons  who  join  cooperatives  are  eager  to  claim  benefits  but 
loath  to  accept  retponsibi.Litios.   But  member  responsibility  is  the 
very  keystone  of  the  cooperative  philosophy.   Cooperation  argues  that 
the  mutual  self  interest  of  a  group  encouraged  in  a  comr\on  enterprise 
furnishffi::i  a  dynaraic  factor  mai-::ing  for  greater  efficiency  in  carrying 
on  their  own  business.  .  It  is  through  utilizing  this  dynamic  element 
that  they  pi'opose  to  avoid  the  "wastes  of  competitive  capitalism" 
against  which  cooperatioii  is  a  protest  and  for  v/hich  it  offers  a  sub- 
stitute.   If  we  cannot  get  this  spontaneous  force  of  helpfulness, 
cooperation  becomes  just  another  trader  in  the  market. 
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There  are  half  a  dozen  phases  of  member  participation  which  could 
all  be  discussed  from  the  general  point  of  view  I  have  been  suggest- 
ing -  control  of  quality,  control  of  volur,ie,  time  and  place  of  delivery, 
method  of  settlement,  participation  in  management,  and  so  on.   I 
think,  however,  that  I  shall  take  just  one  illustration  which  touches 
a  phase  of  the  latter  field.   This  relates  to  disclosing  business 
details  to  meinbers.   Cooperation  starts  from  the  general  premise 
that  the  business  is  the  members'  and  that  they  should  be  fully  inform- 
ed about  it.    In  practice,  however,  cooperative  raanagera  have  often 
fomid  that  business  information  given  in  good  faith  to  members  in 
order  that  they  might  understand  the  situation  and  do  their  part  more 
effectively  and  more  cheerfully  has  been  the  association's  undoing. 
The  members  could  not  be  trusted  with  such  iirf ormation.   They  took 
advantage  of  it  to  play  for  personal,  benefit  against  the  association's 
interest,  or  they  allowed  the  information  to  leak  out  to  rivals  all 
too  willing  to  use  it  to  the  detriment  of  the  association. 

I  have  attended  meetings  of  large  and  successful  cooperatives 
where  the  affairs  of  the  association  were  discussed  fully  and  frankly, 
everyone  assuraing  that  the  members  had  business  acijmen  to  use  this 
knowledge  in  strengthening  their  association  business,  and  group 
lojralty  to  guard  it  against  abuse  by  either  insiders  or  outsiders. 
In  other  cases  I  have  seen  management  made  cautious  by  past  experience, 
refusing  to  give  out  information  demanded  by  members.   The  mere  re- 
fusal bred  suspicion,  remarks  began  to  float  about  among  the  members, 
competitors  circulated  false  and  damaging  statements.   The  association 
went  to  pieces. 

A  true  cooperative  gives  full  information  to  its  members;  but  to 
be  successful  a  cooperative  can  give  information  only  to  persons  who 
are  sufficiently  intelligent  and  loyal  to  be  trusted  witli  such  in- 
formation.  Thus  you  can  have  cooperation  only  when  you  have 
cooperators;  you  cannot  build  business  aa  ccess  faster  than  you  develop 
understanding  and  acceptance  of  member  responsibilities. 
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M  MALYSIS  OF  THE  DEVELOMMT  OF  COOPERATIVE  tlAEiOIC'IWG  OF  FRUITS 
AND  VEGETABLES  n.'  1-IH7  ENGLAKD 

L.  A.  Bevan,  Director,  Division  of  I.arkets,  Department  of  /igri culture, 

Boston,  Massachusetts. 

The  business  of  iTorking  together  to  supply  produce  in  the  fresh- 
est condition  and  in  the  most  economical  manner  to  our  markets  is  not 
one  that  can  be  done  by  any  formula  or  set  of  rules.   Constantly 
changing  conditions  complicate  the  situation.   The  state  of  men's 
minds  and  their  thoughts  have  to  be  considered. 

Last  fall  I  watched  a  group  of  men  trying  to  sell  their  product 
to  a  chain  store  and  was  interested  to  see  that  they  had  to  have  a 
real  dem.onstration  of  the  possibilities  before  they  were  convinced 
that  a  definite  organization  should  be  formed.   During  the  winter  a 
large  grower,  who  knew  what  efforts  had  been  made,  talked  to  me  one 
day  about  the  enterprise,  and  we  agreed  that  the  situation  in  his  o^m 
case  came  down  to  this  question:  Has  the  marketing  situation  come  to 
a  point  that  makes  it  better  for  me  to  work  with  others  in  selling 
my  products  to  the  market  as  it  is  now  organized,  or  do  I  believe  that 
I  can  do  better  by  making  my  own  contacts  and  going  in  single  harness? 

ViThile  this  is  the  viewpoint  of  the  individual,  it  seems  to  me 
that  there  is  a  further  step  to  be  considered,  the  utilisation  of  our 
present  total  production,  sometimes  not  accomplished,  and  possibly  its 
expansion.   If  the  goal  is  to  sell  a  large  part  of  our  fruits  and 
vegetables  cooperatively,  there  is  still  plenty  of  opportunity  for 
development.   The  tota].  value  given  in  the  last  census  for  the  volume 
of  fruits  and  vegetables  produced  in  New  England  was  ;;^94,000,000. 
That  sold  cooperatively  I  have  roughly  estimated  to  be  about  10  percent. 
Complete  figures  are  not  available,  but  in  Massachusetts  52  percent  of 
the  total  comi'iiercial  cranberry  crop  was  sold  cooperatively  in  1929, 
2i  percent  of  the  strawberry  crop  -was  marketed  in  that  way,  but  less 
than  6  percent  of  the  apple  crop.   Vile  should  see  if  reasons  can  be 
found  to  explain  such  differences.   Perhaps,  however,  things  have  been 
changing  so  rapidly  that  it  would  be  well  to  mention  some  of  them 
before  we  search  too  quickly  for  our  answer. 

The  greatest  change  that  has  come  in  the  distribution  of  perish- 
able products  has  been  that  of  transportation.   V/ith  the  quick 
methods  of  rail  transportation  and  the  development  of  refrigeration, 
consumers  are  supplied  with  perishable  products  throughout  the  year. 
This  has  had  its  effect  upon  the  nearby  producer  who  no  longer  can 
depend  upon  most  of  his  profit  from  the  early  season  prices.   Today 
the  more  prosperous  growers  make  their  money  during  the  natural  grow- 
ing season  by  keeping  production  costs  as  low  as  possible.   ^'iTiile  it 
would  seem  that  cutting  off  this  early  market  had  not  been  of  benefit 
to  our  local  market  gardeners  ano.  frviit  growers,  it  is  also  true  that 
the  fresh  vegetables  offered  to  consimiers  tliroughout  the  year  have  re- 
sulted in  a  greater  total  consumption  of  perishable  products  and 
increased  consiunption  of  our  local  products. 
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The  development  of  the  truck  has  neant  that  there  is  a  quick  and 
mobile  supi:ly  from  production  areas  which  20  years  ago  were  not  grow- 
ing any  volume  of  market  garden  crops.   Produce  can  now  be  moved  as 
easily  100  miles  in  time  transportation  as  it  was  formerly  moved  20 
miles  by  teams.   Furthermore,  there  is  much  more  movement  from  city 
to  city  by  trucks,  and  many  small  tovms  that  formerly  were  not  well 
supplied  now  have  an  adequate  supply  of  fresh  fruits  and  vegetables 
offered  continuously.   On  the  other  hand  the  development  of  such 
trucking  from  city  to  city  and  from  production  areas  directly  to  city 
markets'has  been  a  disturbing  element  because  of  the  lack  of  adequate 
market  information. 

Coincident  with  the  change  in  transportation  methods,  there  has 
been  a  concentration  of  the  functions  of  distribution  in  the  hands  of 
large  retailers.   Under  such  conditions  inuividual  selling  by 
farmers  to  independent  stores  has  been  reduced  and  a  volume  of  stand- 
ardized products  is  now  required  to  meet  the  needs  of  large  buyers. 
It  has  also  been  noticed  in  some  sections  of  cities  and  towns  that  it 
is  more  difficult  for  local  growers  to  sell  to  the  chain  stores  unless 
they  are  within  easy  trucking  distance  of  some  of  the  warehouses. 
This  is  true  because  some  chains  prefer  to  buy  only  at  their  warehouses 
where  they  can  inspect  for  grade  and  quality  and  send  out  mixed  loads 
of  goods  to  all  their  stores.   V.'ith  the  development  of  still  larger 
retail  places,  such  as  the  so-called  "Big  Bear"  markets,  new  compli- 
cations are  seen. 

Rather  recently  large  city  terminal  markets  have  been  established. 
These  terminals  handle  many  carloads  of  produce  daily  and  are  so 
arranged  that  it  takes  little  time  or  effort  for  distributors  to  buy 
and  load  their  goods. 

With  the  development  of  traveling  trucks  or  traveling  jobbers, 
we  have  seen  evidences  that  when  both  local  goods  and  shipped-in 
products  have  been  on  the  market,  it  has  been  easier  for  the  jobber  to 
buy  in  these  terminal  markets  than  from  local  producers.   Furthermore, 
some  of  the  truck  jobbers  are  engaged  in  the  same  business  in  their 
own  cities,  perhaps  50  to  100  miles  from  the  terminal  market.   Eere 
they  also  handle  on  commission  some  f  the  local  farm  coods.   But 
when  it  comes  to  selling  their  trade,  they  of  couj-se  pay  more  attention 
to  and  push  the  products  which  they  have  bought  rather  than  trying  to 
sell  the  local  growers'  products  on  commission. 

vmen  we  consider  the  large  amount  of  business  not  handled  coopera- 
tively, we  may  wonder  where  and  why  this  happens.   There  is  no 
cooperative  in  the,  Connecticut  valley  onion  region  in  Massachusetts. 
Various  reasons  are  given  for  the  absence  of  cooperation  in  this  section: 
Selling  for  a  long  tir,ie  has  been  in  the  hands  of  grower-dealers;  the 
crop  is  grovm  on  a  share  basis;  the  -/rowers  may  lack  confidence  to 
start. 

In  Aroostook  county  although  they  have  had  some  experience  with 
cooperation,  little  of  the  product  is  sold  that  way.   Last  year  a 
new  cooperative  was  for-ied  which,  unlike  its  predecessors  included  the 
producer-dealers.   This  group  planned  to  sell  4,000  to  5,000  cars, 
but  finally  sold  about  20  percent  of  that  amount.   Here  is  an  area 
that  concentrates  on  potato  growing,  that  raises  a  good  product,  and 
that  is  at  ciuite  a  distance  relatively  from  market.   But  many  of  the 
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members  already  had  built  up  what  they  considored  satisfactory  outlets; 
maiiy  producers  grow  such  a  large  volume  that  they  believe  they  can 
sell  to  advantage  themselves;  the  newly  formed  association  was  not  able 
to  render  any  better  service  than  private  business  or  has  not  perform- 
ed the  same  service  at  less  cost. 

An  examination  of  the  apple  situation  shov.'s  only  tv/o  cooperatives 
now  functioning  in  New  England.   Mr.  liThite  reports  that  in  L.iaine  there 
is  not  enough  volume  concentrated  aroimd  one  shipping  station  to  carry 
on  group  work.   Reasons  assigned  in  other  sections  are  that  it  takes 
a  great  deal  of  capital  in  equipment  and  buildings  to  grade  and  pack 
cooperatively,  and  that  much  of  the  fruit  area  is  close  to  the  market 
where  there  are  many  buyers.    It  would  appear  also  that  many  apple 
men  like  to  speculate  with  their  own  crops  rather  than  consider  the 
larger  aspect  of  the  job  -  supplying  the  market  v/ith  apples  as  needed 
throughout  the  season. 

Various  cooperative  developments  are  sometimes  puzzling.   There 
are  two  strawberry  cooperatives  on  Cape  Cod  but  in  Concord,  also  a 
center  of  strawberry  production,  there  is  none.   On  the  other  hand 
there  is  an  asparagus  cooperative  in  Concord  but  none  in  the  Connecti- 
cut Valley  where  there  are  about  400  acres  of  the  crop.    It  is  probable 
that  these  situations  can  be  explained  only  by  the  special  conditions 
surrounding  each  section.   It  is  easier  to  show  why  some  cooperatives 
have  started  than  why  others  have  not. 

For  some  time  there  have  been  successful  cooperative  canning 
factories  in  Maine  handling  blueberries  and  sweet  corn.   One  of  the 
principal  reasons  for  their  existence  is  that  it  costs  too  r.iuch  for  an 
individual  to  erect  and  run  a  plant  for  his  ov/n  small  volume.   Besides, 
the  men  have  found  it  advantageous  to  buy  collectively.   Various  con- 
ditions cause  people  to  give  up  some  of  their  individual  views  and 
submerge  their  personalities  for  the  good  of  the  group.   V.^ien  changes 
occur  so  that  individually  a  producer  cannot  make  the  living  that  he 
formerly  could,  he  begins  to  consider  what  can  be  done  cooperatively. 
Sometimes  it  needs  only  x.he  touch  of  a  leader  to  make  the  situation 
"click." 

The  strawberry  groups  on  the  Cape  started  primarily  because  buyers, 
by  offering  cash  to  growers  at  their  respective  farms,  could  buy  for 
much  under  the  market.   Later  developments  in  cooperative  purchasing 
has  aided  the  movement  in  this  case  as  well  as  many  others.   The 
Dighton  Producers  believed  they  could  save  some  time  ana  put  out  a  more 
uniform  pack  of  tomatoes.   Their  association  now,  however,  carries  out 
a  more  complete  progrein  than  that  originally  planned. 

A  group  of  fruit  growers  considering  organization  believe  they 
can  furnish  a  large  buyer  a  more  uniform  product  collectively  and  thus 
hold  the  market  for  local  apples,  objectives  which  they  think  might  not 
be  attainable  otherwise. 

Although  racial  homogeneity  is  not  considered  essential  to  coopera- 
tive effort,  it  seems  a  favorable  factor.   A  group  around  Fitchburg 
and  another  in  Liaine,  both  of  Finnish  extraction,  make  most  of  their 
purchases  and  sales  as  a  group.   I  have  been  informed  that  part  of 
their  success  in  vrorking  together  is  because  they  have  many  local  groups 
and  that  all  decisions  of  policy  are  thoroughly  understood  by  each 
member  before  they  are  put  into  effect. 
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Recent  establislunents  of  city  farmers'  markets  may  be  due  to 
increased  congestion  in  market  areas  and  lack  of  any  definite  place  for 
farmers  to  sell  their  ^oods. 

Auctions  have  been  started  in  Connecticut  because  of  change  in 
buying  from  many  small  customers  to  chains  and  truckers.   Organiza- 
tions such  as  the  Concord  asparagus  group  and  the  raspberry  association 
were  begun  primarily  to  standardize  pack  or  cooperate  on  transporta- 
tion.   I  have  been  able  to  find  only  two  cooperatives  which  have 
organized  to  sell  fruits  and  vegetables  at  retail,  one  in  Manchester, 
New  Hampshire  and  the  other  in  Cambridge,  Massachusetts.   Both  of 
these  groups  needed  for  displaying  and  selling  their  produce  a  definite 
place  which  they  could  use  week  after  week.   By  cooperating,  their 
individual  rents  were  less,  licenses  could  be  taken  out  as  one  unit, 
and  advertising  could  be  carried  on  more  advantageouslj'-. 

The  strawberry  group  on  the  Cape  has  made  definite  progress  in 
improving  the  quality  of  their  berries.   This  has  come  about  both 
through  the  inspection  vrork  and  through  the  county  agent  in  field  work. 
Each  year  a  sur.iraary  of  inspections  is  made  and  the  information  given  to 
the  growers  so  that  they  may  improve  their  work  the  next  season.   It 
took  three  years  before  the  cojiimission  merchant  was  really  convinced 
that  inspection  was  worth  while,  but  that  point  is  now  established. 
It  seems  to  me  that  since  several  truck-loads  are  now  going  to  a  chain 
store  that  the  next  job  is  to  have  the  chain  store  buyer  understand 
what  the  cooperative  is  trying  to  accomplish.   Later  perhaps  it  will 
be  possible  to  carry  the  program  of  better  quality  through  to  the 
retail  store  manager. 

'"hen  the  Concord  asparagus  group  started  they  sold  through  a 
commission  man.   They  changed  later  to  a  chain  store  where  they  have 
been  selling  for  three  years  and  this  spring  they  saw  no  reason  to 
change  again.   Our  division  has  been  doing  the  inspection  at  this  chain 
warehouse  and  it  was  not  until  last  year  that  the  buyer  recognized 
how  much  the  grade  meant.   In  talking  this  situation  over  with  the 
inspector  I  learned  that  this  chain  cannot  purchase  anywhere  else  in 
the  market  district  so  great  a  volume  of  a  uniform  grade  of  asparagus. 
Furthermore,  I  am  told  that  the  stor  managers  ask  for  the  "grass 
with  the  Concord  label,"  since  it  is  a  talking  point  for  them  in 
selling. 

The  potato  cooperative  in  New  Hampshire  is  reported  to  have 
worked  out  satisfactorily  this  past  season.   Some  readjustments  are 
needed  before  next  season  since  the  potatoes  did  not  reach  certain 
stores  up  to  the  grade  and  in  several  cases  delivery  was  slow  because 
of  bad  going.   It  is  interesting  to  learn  that  the  chain  that  handled 
potatoes  was  approached  to  see  v/hether  apples  could  be  sold  as  well. 
The  chain  had  no  one  store  lar,  e  enough  to  use  any  great  voluiae,  how- 
ever, and  most  of  the  stores  used  only  a  box  at  a  time. 

Cooperatives  close  to  cities  have  taken  two  forms,  auctions  or 
open  air  markets  near  the  farms  and  farmer-owned  city  markets.   The 
auction  idea  is  spreading  and  evidently  is  quite  efficient  for  selling 
one  kind  of  product.   Mr.  Clarke's  analysis  of  advantages  states  that 
the  auction  requires  little  capital,  sells  the  product  rapidly,  helps 
large  growers  as  well  as  small,  returns  more  than  individual  selling, 
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and  assists  in  the  distribution  of  the  product  to  a  ¥/ide  area.   How 
the  application  of  the  auction  can  be  made  to  mixed  loads  of  produce 
has  not  been  decided.   Perhaps  the  open  air  narhet  v/here  truckers 
simply  buy  Y;hat  faraiers  have  to  sell  offers  the  best  present  solution. 

The  city  markets  differ  to  quite  an  extent,  for  while  the  men 
cooperate  to  have  a  site  and  agree  on  certain  rules,  each  man  sells 
his  own  load.   Several  advantages  are  gained  by  this  method.   The 
market  is  owned  by  the  grower,  which  gives  him  a  pemianent  place  to 
sell  and  at  less  cost  than  when  space  is  rented  from  the  city.   He 
can  stay  as  long  as  he  desires;  this  latter  obviates  a  bad  situation 
in  many  city  markets  where  growers  are  forced  to  go  off  the  market 
before  their  loads  are  entirely  sold,  and  many  buyers  delay  purchasing 
until  the  last  minute,  when  the  farmer  sells  at  a  low  price  to  get  rid 
of  his  load.   In  reporting  this  r:r.  Corbett  mentioned  the  intangible 
results  when  men  become  acquainted  with  each  other  and  through  mutual 
confidence  attack  as  a  unit  outside  yrobleras  as  they  appear. 

Several  roadside  stand  associations  have  developed  in  southern 
New  England.   While  not  cooperatives  in  the  strictest  sense,  they  are 
buying  sup.rlies  cooperatively  and  members  combine  for  some  mutual 
benefit  of  group  advertising,  standardization  of  practices,  and  ex- 
change of  information.   The  possibility  of  actual  cooperative  stands 
has  been  discussed,  but  nothing  definite  has  developed.   Some  members 
have  discussed  the  possibility  of  supplying  each  other  with  products 
that  '.ere  surplus  with  one  but  needed  by  another,  and  this  may  be 
worked  out. 

One  of  the  conditions  that  is  unsatisfactory  is  the  apparent  lack 
of  Gonsuraption  of  our  perishables  at  certain  times.    Last  week  the 
chain  stores  stopped  buying  strawberries  one  morning  and  the  market 
immediately  dropped  several  cents  a  box.   So  far  as  I  can  find  out, 
the  stores  were  plugged  v.'ith  such  poor  quality  berries  that  the  store 
managers  would  not  oraer  and  consequently  the  groi;ers  suffered.    I 
have  not  yet  been  able  to  find  out  whether  all  berries  ¥/ere  poor  due 
to  the  weather,  or  if  aome  other  factor  was  the  cause.   But  here  is  a 
condition  that  to  my  mind  could  be  assisted  by  the  efforts  of  a  good 
cooperative,  since  its  members  are  iuterested  in  placing  before  con- 
sumers a  product  that  T7ill  not  only  satisfy  them,  but  stimulate  con- 
sumption. 

At  this  time  I  do  not  propose  to  state  what  form  of  cooperative 
organization  should  be  used  since,  as  Mr.  Davis  said  last  year,  we 
are  in  a  state  of  flux;  so  far  as  marketing  of  perishables  is  concerned 
and  should  examine  each  case  closely  and  build  cooperative  effort  as 
needed  and  to  fit  each  case.   I  do  believe  that  we  should  present 
the  facts  about  cooperation  to  the  producers,  show  them  the  conditions 
in  the  markets,  and  ivork  with  them  to  see  how  wastes  may  be  elirainated. 
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THE  NLT:  JERSEY  PRODUOL  AUCTIOITS 

Dvaght  11.  Babbitt,  County  A£,riGultural  iigent,  Curiberland  County, 

Neu  Jersey 


Mr.  Bevan  has  very  clearly  outlined  the  development  and  trend 
of  cooperative  marketing  of  vegetables  and  fruit,  and  it  is  up  to  the 
rest  of  us  on  the  program  to  go  more  into  detail  concerning  our  own 
experiences  v^ith  certain  cooperative  movements.   My  particular 
subject  is  Ne'/  Jersey's  experience  with  cooperative  auctions  for 
fruit  and  vegetables. 

Our  experience  htis  been  brief  -  our  first  auctions  were  establish- 
ed in  the  spring  of  19t;:8,  only  six  years  ago.   The  first  two  auctions 
were  located  in  my  county  (Cumberland)  at  Cedarville  and  Rosenhayn, 
These  were  followed  by  one  at  Beverly  in  Bunington  County,  one  at 
Glassboro  in  Gloucester  County,  a  third  in  my  county  at  Vineland  and 
finally  a  fourth  at  Hami'ionton  in  Atlantic  County.   All  these  are  in 
southern  Nev/  Jersey.   I  understand  that  two  more  are  to  open  this 
year,  one  in  Gloucester  County  and  one  in  I.Iercer  County  near  Trenton. 

In  order  to  be  as  accurate  in  ray  statements  as  possible  I  shall 
have  to  confine  most  of  my  re.iarks  to  experiences  in  my  ovm  County. 
Since  we  have  the  oldest  and  the  largest  auction,  and  in  fact  three 
auctions  representing  pretty  well  the  extremes  in  type,  this  should 
be  q.uito  typical  of  the  state. 

The  fruit  and  produce  auction,  or  the  proc'uce  auction  as  it  is 
usually  termed  for  convenience,  is  a  very  sir.iple  farmers'  cooperative 
organization.   It  is  merely  cooperative  effort  to  provide  a  place  for 
growers  and  buyers  to  meet.    It  is  a  service  which  could  be  provided 
without  cooperative  effort;  in  the  south  the  berry  markets  are 
practically  all  buyer-owned.   I  believe,  however,  that  the  service  is 
better  when  furnished  hy   a  farmers'  cooperative  organization. 

Our  eight  produce  auction  in  lle^''   Jersey  are  alike  in  some  respects 
and  different  in  others.   r.iany  impr  vements  have  been  made  both  in 
the  original  markets  and  in  those  which  v.'ere  copied  from  the  originals. 
They  are  all  farmer-owned  aiid  incorporated  under  our  Cooperative 
I/Iarketinij  Law.   All  are  established  by  funds  loaned  by  the  charter 
members.   All  are  directed  by  a  Board  of  Directors.   Each  is  support- 
ed by  a  selling  charge  of  one  or  two  cents  per  package  or  a  percentage 
of  the  selling  price  of  the  package.   a  summary  of  selling  costs 
made  last  fall  shows  a  range  from  *8  percent  to  2.9  percent  of  the 
gross  value  of  the  commodities  sold.   These  are  in  every  case  paid 
by  the  farmer  and  collected  through  the  buyer.   The  auctions  all  have 
a  shed  under  which  sales  are  made.   Two  parellel  driveways,  \'ith  the 
auctioneer's  and  buyers'  platform  between  are  unuer  the  shed.   Oper- 
ating cre'.vs  in  every  case  consist  of  an  auctioneer,  v;ho  may  or  may  not 
be  the  .iianager,  a  clerk,  and  enough  helpers  to  open  packages  and  assist 
generally  about  the  block. 
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The  markets  differ  in  that  sorae  sell  only  for  members  ?;hile  those 
in  my  county,  for  exaraple,  sell  for  memberp  and  non-members  alike  and 
charge  everyone  the  same  rate.   The  Cedarville  auction  represents  the 
wholesale  type  market  and  the  7ineland,  the  huckster  type.   The 
auction  at  Rosenhayn  is  a  combination  of  both  types.   Host  of  the 
other  auctions  in  the  State  are  more  of  the  huckster  than  the  wholesale 
type.   At  the  auctions  in  Curaberland  County  the  farmers  collect  from 
the  buyers  directly.   At  some  other  auctions,  particularly  where  the 
huckster  trade  exists,  the  auction  collects  from  the  buyer  and  pays 
the  farmer.   Host  auctions  are  primariLy  vegetable  markets  although 
those  in  my  county  sell  quite  a  volume  of  stra?;berries  and  dev^berriese 
The  Hammonton  Auction  sells  peaches  only  aiid  the  Beverljr  and  G-lassboro 
Markets  handle  apples,  peaches,  berries  and  vegetables. 

Some  auctions  provide  Federal  inspection  for  aiality  and  sone  do 
not.   The  Cedai^ville  block  has  gone  further  in  this  direction  than 
any  of  the  others.   This  market  provides  a  complete  inspection 
similar  to  that  used  on  the  strawberry  auctions  of  the  South.   This 
consists  in  a  hasty  inspection  of  the  loads  in  line  before  the  sale 
and  a  more  thorough  check  of  each  load  after  it  has  been  knocked  off. 
The  cost  is  defrayed  one  half  by  the  buyer  and  one  half  by  the  Auction 
Association.   Inspection  unquestionablj'-  has  a  decidedly  beneficial 
effect  on  the  quality  of  the  produce  sold  at  this  block.   It  has  done 
a  wonderful  job  of  weeding  out  the  grower  v.- ho  tries  to  "gyp"  the  buyer 
with  a  topped  load  or  topped  packages.   Mr.  Bevan  referred  to  some 
cooperatives  organized  to  improve  qualitj''  and  hold  a  market.   Our 
cooperative  auctions  were  not  organized  for  that  purpose  but  there  is 
certainly  no  reason  7\rhy  this  objective  should  not  be  added  after  the 
auction  is  on  its  feet.   We  felt  we  wanted  to  put  nothing  in  the  way 
to  discourage  any  farmers  from  using  the  auction  until  it  became  well 
established.   After  that  is  acco'iplished  steps  should  be  taken  to 
m.ake  the  quality/'  attractive  to  good  buyers  and  good  markets. 

My  story  would  not  be  complete  r,'ithout  accounting  for  the  rapid 
development  of  auctions  in  New  Jersey.   After  the  establishiaent  of 
the  first  two  auctions  in  my  county,  the  problem  has  been  one  of  hold- 
ing down  the  development  of  this  type  of  outlet  rather  than  encourag- 
ing it.   To  illustrate:  A  little  coniunity  three  miles  from  Cedarville 
felt  quite  badly  because  I  didn't  get  out  and  shout  for  an  auction  for 
them. 

Prior  to  1928  the  vegetable  and  small  fruits  raised  in  Cumberland 
County  were  practically  all  shipped  by  rail  tnrou;^  three  percent  m.en 
located  at  shipping  points  along  the  railroad  to  IJew  York  comriission 
houses.   The  commission  housois  vrere  less  certain  of  good  returns  than 
they  had  been  in  the  past.   New  York  was  becoming  a  dumping  ground 
for  produce  raised  the  world  over,  and  farmers  were  much  dissatisfied 
with  returns,  which  in  some  cases  were  bills  for  freight.   Trucks  v^ere 
beginning  to  come  to  the  farms  to  buy;  but  here  the  farmer  usually 
took  a  price  much  lov/er  than  the  market  warranted.   The  buyer  was 
informed  and  the  farmer  was  not,  and  the  farmei-  had  only  one  bidder. 
This  all  made  the  growers  willing  to  try  a  new  method  that  would  give 
them  a  chance  to  see  their  products  sold  so  that  they  could  know 
where  they  stood  before  the  commodities  left  tlieir  hands.   The  state- 
ment that  ilr.  Bevan  mad:.';  a  little  ivhile  ago  fits  here:  Conditions 
Vifere  ripe  and  all  that  was  needed  was  a  touch  to  make  the  situation 
click. 


In  looking  about  for  a  better  nethod  of  marketing  the  product  of 
these  growers,  the  strawberry  auctions  on  the  eastern  shore  of  Maryland 
and  Delaware  were  studied.   Their  method  appealed  to  us  and  we  gave 
the  system  a  trial  at  Cedarville  and  Rosenhajm.   1/i/hile  we  copied  the 
selling  method,  the  development  and  operation  of  these  blocks  were 
entirely  through  cooperative  organizations,  and  in  this  respect  we  were 
original  as  far  as  we  know. 

After  these  first  two  auctions  became  established  others  developed 
along  similar  lines  in  other  sections  of  Nev;  Jersey.   Even  poultrymen 
copied  the  method  in  selling  e{.,gs  and  live  poultry,  and  have  been  very 
successful,  as  kr.  Gauntt  showed  you  on  Tuesday. 

Our  most  successful  autions  are  those  v;hich  have  a  good  volume  of 
produce  and  a  large  number  of  the  right  kind  of  buyers.   Of  course 
the  wholesale  auction,  such  as  the  one  at  Cedarville,  does  not  need 
the  number  of  buyers  a  huckster  type  market  needs,  because  wholesalers 
buy  to  load  cars  and  need  large  volume. 

On  account  of  volurae  of  produce  and  number  of  buyers,  the  auction 
must  be  carefully  located  so  that  both  are  available.   The  most 
successful  blocks  are  those  that  are  well  taicen  care  of  in  both  these 
respects.   Our  best  bjyers  are  those  who  are  responsible  and  have  good 
outlets  for  their  purchases.   These  are  most  arrays  the  type  that  want 
good  quality  and  it  is  our  aim  to  see  that  they  get  it. 

Our  observations  have  shown  us  that  speed  of  movement  over  the 
block  is  important.   Farmers  get  tired  of  waiting  long  in  line. 
Their  time  is  valuable  back  home.    Buyers,  too,  are  busy  men  and  can't 
spend  many  hours  buying  their  day's  purchases.   Of  course  the  whole- 
sale market  is  faster  than  the  huckster  tyue  block  where  the  loads  are 
mixed.   To  give  you  some  idea  of  the  speed  that  Cedarville  auction 
developed  on  busy  days  when  long  lines  raited  to  be  sold,  the  mxanager 
reported  that  last  year  376  sales  were  made  in  270  minutes,  a  rate  of 
a  sale  every  42  seconds,  during  the  jieight  of  the  strawberry  season. 

The  cooperative  auctions  undoubtedly  havs  been  our  most  successful 
attempt  at  cooperative  effort  amon;^  ""armers  in  IJevv  Jersey.   The  fact 
that  they  have  sprung  up  with  practically  no  effort  from  outside  is 
proof  that  they  satisfied  the  farmer.   Their  continuous  growth  in  vol- 
urae  of  business  is  additional  proof  thac  "they  satisfy." 

The  figures  for  the  Cedarville  auction  are:-  1928,  64,000  packages; 
1929,  169,000;  1930,  245,000;  1931,  451,000;  1&32,  477,000.    For  the 
3  auctions  of  the  County  the  growth  has  been:-  1928,  164,000;  1929, 
227,000;  1930,  307,000;  1931,  603,000;  1932,  746,000. 

My  yearly  price  comparisons  with  the  New  York  market  show  a  con- 
servative estimate  of  $50,000  gain  per  season  by  the  farmers  who  use 
the  Cedarville  auction  over  what  they  would  have  received  had  all  this 
produce  been  shipped  to  New  York.   You  may  wonder  why  these  better 
prices  were  received  at  the  auctions.   At  the  Cedarville  Market  I 
account  for  it  by  the  better  distribution  that  the  auction  provides. 
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A   survey  three  years  aiso   for  the  first  three  years'  business  at  Cedar- 
ville  showed  that,  in  1928,  89  percent  of  the  produce  sold  wexit  to 
Kev/  York  and  Philadelphia;  in  1929  73  percent  went  to  these  two  nearby 
markets,  and  in  19150  60  percent  readied  Nev*  York  and  Philadelphia; 
I'o   percent  in  1230  went  to  Washington  oiid  laaryland  and  1.2  percent  to 
Cleveland,  Detroit  and  Cincinnati.   Cities  and  to'Tiis  in  Ue\i   Yoi-k, 
Massachusetts,  Connecticut,  Rhode  Island,  Pennsylvania  and  Nev/  Jersey 
absorbed  the  remaining  25  percent.   In  1931,  16  stati:;s  and  Canada 
received  produce  from  Gedarville. 

The  Chief  of  the  Japanese  Beetle  Inspection  Service  told  me  just 
last  v/eek  that  75  percent  of  all  beans  sold  at  Cedai'ville,  (and  the 
market  there  handled  240,000  bushels  last  year),  went  outside  the  quar- 
antine area.    I  am  sure  a  Majority  of  you  are  faxiiiliar  with  the 
quarantine  zone  and  can  picture  for  ;,-oui'self  the  v/ide  distribution  of 
our  beans  last  year.   The  large  number  of  buyers  bidding  for  the 
produce  gets  the  last  cent  out  of  it.   During  the  strLiWberry  season 
just  past  practically  90  percent  of  the  crop  found  a  market  outside 
Nevv-  York  and  Philadelphia,  and  the  purchases  v;ere  made  hy   12  to  15 
buyers  who  represented  these  more  distant  markets. 

The  auctions  which  sell  to  hucksters  get  better  thar.  New  York 
prices  because  at  least  one  handling  is  avoided.   In  other  words  the 
auction  whether  it  sells  to  huckster  or  to  buyers  for  distant  markets 
gets  better  prices  because  the  compstition  is  keen  and  the  outlet  to 
the  consumer  is  more  direct. 

I  believe  the  auction  ruethod  is  popular  because  it  gives  the  small 
producer  equal  opportunity  with  the  big  grower  in  selling  his  commodi- 
ties.  T'rices  are  all  based  on  quality  and  the  size  of  the  load  has 
little  bearing  on  the  price.   ^^hen  he  sells  through  commission  houses 
or  at  the  farm  the  little  producer  ordinarily  gets  little  attention. 

Although  only  a  s  liail  percentage  of  all  the  produce  in  llew  Jersey 
is  sol'..-  by  auction,  the  movement  is  developing  ravldly  coid  has  pos- 
sibilities of  much  greater  development.   VJe  are  well  supplied  with 
auctions  in  my  own  county,  not  too  many  and  yet  enough.   The  percent- 
age of  som.e  of  the  principal  commodi  ies  grown  in  my  countj''  that  are 
sold  by  the  auctions  is  as  follows:   Strav/berrius,  more  than  85  percent 
of  the  entire  crop;  onions,  66  percent;  dewberries,  more  thaii  90  percent, 
beans,  60  percent. 

Our  experience  in  llew  Jersey  has  proven  the  cooperative  auction 
method  of  selling  fruits  and  vegetables  to  be  a  big  improvement  over 
individual  selling  on  consignment  or  at  the  faim.    I  want  to  state, 
howevei',  that  we  have  found  that  each  community  or  locality  has  differ- 
ent conditions  and  that  a  cooperaxive  auction  vn.ll  not  succeed  unless 
it  is  actively  supported  by  boxh  buyers  ana  farmers. 

liUCticns  are  by  no  means  a  panacea  for  all  marlceting  ills,  but 
they  work  exceptionally  well  under  certain  conditions  —  and  these 
must  be  studied  well  before  the  venture  is  attempted. 
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PRZSEIW  COOPLRATITji  LFFORT   IN  FRUITS  AND  TiLGETiiBLE  MARICETING 

m  NM  HMIPSHIRE 

L.  A.  Dougherty,   Extension  Economist,   University  of  Nev^f  Hampshire, 

Durham,   N.  H. 


There  are  but  three  cooperatives  in  Nevj  Hampshire  engaged  in 
marketing  fruits  and  vegetables  and  two  of  thera  are  semi-cooperative. 
They  are  the  Soiihegan  Apple  Cooperative  Association  at  Wilton,  the 
New  Harapshire  Farmers'  Open -Air  Market  at  Manchester  and  the  Farm 
Bureau-sponsored  potato  marketing  group. 

The  Souhegan  Apple  Cooperative  was  affiliated  for  a  number  of 
years  with  the  ITashoba  Apple  Packing  Company  but  last  year  withdrew 
to  operate  independently,  apparently  because  their  apples  brought  a 
premium  which  was  not  realized  when  the  apples  were  pooled  with  others. 
Some  dissatisfaction  still  exists  an:ong  individuals  who  feel  they  are 
penalized  by  the  leveling  out  process  which  gives  them  relatively 
higher  packing  costs  and  lower  returns. 

The  New  Harapshire  Farmers'  Open-iT.ir  Market  has  operated  for  a 
number  of  years.   An  individual  leased  the  stalls  to  producers  for 
his  own  profit.   Last  year  several  members  leased  the  ground  as 
partners  for  the  benefit  of  the  group.   Beginning  this  year,  they 
incorporated  under  the  State  Cooperative  Lav/  and  have  again  leased 
their  land  at  a  considerable  saving  to  members.   This  organization 
'  includes  about  30  producers  who  sell  largely  at  retail,  on  ''."ednesday 
and  Saturday  mornings.   They  buy  supplies  and  advertise  cooperatively 
but  sell  produce  individually. 

The  potato  marketing  group  is  not  a  formal  cooperative  but  is  a 
group  of  about  130  farmers  *o  operate  under  direction  of  a  State 
Potato  Marketing  Committee  set  up  by  the  chairmen  of  the  county 
committees,  v/hich  virere  in  turn  selected  by  those  interested  in  every 
county.   The  State  Committee  designated  Agricultural  Service,  Inc., 
a  Farm  Bureau-sponsored  buying,  selling  and  service  orgaiiization  as 
the  approved  potato  marketing  agency.   As  might  be  expected,  most  of 
the  responsibility  for  carrying  on  has  been  left  to  this  organization. 

New  Hampshire  is  in  a  potato  deficit  area  and  probably  produces 
about  80  percent  of  her  needs.   The  principal  difficulties  arising 
have  been:  First,  an  over  and  under-supply  in  certain  markets,  an 
example  of  'Thich  was  excess  supplj^  in  Concord  while  18  miles  away  in 
Manchester  large  amounts  had  to  be  flipped  in  from  outside  the  state; 
second,  growing  importance  of  chain  stores  with  no  adeq.uate  machinery 
for  supplying  them  with  locally  groi'm  potatoes.   In  consequence  they 
brought  many  from  more  distant  points,  largely  Maine.   Third,  there 
is  no  systematic  plan  for  supplying  stores  regularly  \7ith  a  uniform 
product   except  in  local  instances  where  an  enterprising  producer  had 
already  carried  out  a  service  plan,  often  v/ith  the  aid  of  the  county 
agent  or  Farm  Bureau. 
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Meetings  were  held  last  year  in  all  counties.   Contacts  were 
made  with  interested  producers,  information  was  obtained  as  to 
estimated  production,  amount  available  through  this  plan,  time  they 
preferred  to  sell,  place  they  preferred  to  make  deliveries,  amount 
that  could  be  delivered  at  a  load  and  road  conditions. 

Two  cents  was  charged  for  each  hundred  pound  bag  delivered  by 
truck  and  one  and  one  half  cents  for  each  hundred  pounds  delivered 
by  rail.  An  unloading  charge  of  six  cents  a  hundred  was  also  paid 
on  rail  deliveries  unless  the  grower  could  arrange  such  unloading. 
Three  zones  were  made  and  prices  ranged  from  twenty  cents  under  to 
top  wholesale  price  in  Boston,  the  bulk  going  at  the  higher  figure. 

Deliveries  from  September  to  Tlay  ranged  from  2,375  bushels  in 
September  to  18,623  bushels  in  October.   Since  shipments  from  Maine 
have  been  heaviest  in  October,  there  was  room  for  increase  in  local 
sales  in  this  month.   Total  deliveries  for  nine  months  amounted  to 
about  94,600  bushels. 

Producers  and  store  managers  have,  in  general,  been  well  satis- 
fied with  the  program.   Difficulties  have,  of  course,  arisen. 

1.  Delivery  of  under  grade  potatoes,  caused  by  lack  of  ability 
in  grading  or  the  desire  to  include  the  maximum  of  lower  grade 
potatoes.  Bruising,  wire  worn,  and  vjitch  grass  injuries  were 
principal  difficulties. 

2.  Irregular  delivery  due  to  weather  conditions  ana  failure  of 
stores  to  give  orders  sufficient  time  in  advance. 

3.  Unbusiness-like  conduct  of  members  in  neglecting  to  notify 
office  of  non-delivery  and  tardiness  in  returning  sales  slips. 

4.  Tendency  of  stores  to  have  favorite  producers  and  to  dislike 
changing  to  a  producer  with  a  poorer  product  even  though  all 
might  he  up  to  grade. 

5.  Tendency  for  many  producers  ■^.o  prefer  speculation  instead  of 
delivering  regularly  through  the  season. 

6.  Irregularity  of  store  orders  which  makes  difficult  the  filling 
of  orders  and  the  arranging  a  full  load  per  man  with  reasonable 
delivery  mileage, 

7.  The  temptation  to  sell  elsewhere  when  a  higher  price  was 
offered.   Producers  often  do  not  differentiate  clearly  among 
retail,  jobbing  and  wholesale  prices. 

8.  The  age-old  desire  to  get  something  for  nothing.    It  is  quest- 
ionable wliether  two  cents  per  hundred  pound  bag  can  cover 
necessary  costs  of  supervision  and  office  costs.   Yet  if  charges 
were  put  much  higher,  volume  might  be  inadequate.    If  a  service 
is  worth  rendering,  it  suj-ely  is  worth  paying  for. 
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Kev;?  Harapshire  potato  producers  are  scattered  and  many  do  only  a 
small  or  medium  sized  business.    It  would  be  difficult  to  arrange  for 
central  storage,  grading  and  service  because  of  the  high  costs  and 
because  many  growers  have  some  storage  of  their  own  and  ?Jish  to  util- 
ize their  own  time  through  the  i.vinter  for  grading  and  sacking.   It 
is  obvious,  of  course,  that  a  central  organization  could  put  out  a 
more  uniform  product  and  give  better  service,  and  possibly  in  certain 
areas  some  central  grading  and  storage  might  be  done.   Even  now 
several  large  growers  grade  and  truck  for  or  buy  from  others. 

A  loose  cooperative  of  this  type  must  either  include  a  small  group 
of  growers  who  have  demonstrated  their  ability  to  do  a  reasonably  good 
job  of  growing  and  grading  or  it  must  exercise  very  close  supervision. 
The  expense  of  failure  to  make  satisfactory  deliveries  of  the  proper 
grade  must  be  borne  by  the  offending  member.   Even  then  failures  must 
be  kept  to  a  minimum  or  "trouble  is  sure  to  result.    In  other  v/ords, 
this  type  of  cooperative  effort  has  limited  applications. 

Its  principal  advantages  have  been  more  efficient  distribution 
over  the  area  and  over  the  season.   Time  in  hunting  markets  has  been 
saved  for  individual  members.   The  group  has  been  able  to  bargain 
somewhat  better  than  the  individual.   Cut-throat  competition  caused 
by  growers  coming  to  a  town  without  pre-arrangea  sales  has  been  re- 
duced.  Considerable  business  that  formerly  went  out  of  the  state  has 
been  gained  for  local  growers.   It  has  been  possible  to  supply  chain 
store  raouireuents  vifhereas  individual  growers  have  often  had  difficulty 
in  making  sales  at  a  favorable  price. 

In  spite  of  its  limitation,  it  has  rendero'.  a  service  tliat  could 
not  have  been  accomplished  by  individual  operating  entirely  independ- 
ently, and  would  not  have  been  done  by  a  regular  cooperative  with 
central  warehouse. 
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There  are  tv;o  cooperative  associations  of  vegetable  growers  in 
the  Providence  market  area.   Prior  to  1928  there  was  one  organization, 
the  Providence  'larlcet  Gardeners  Association,  that  had  been  in  exist- 
ence since  1S13  and  was  one  of  the  first  attempts  of  vegetable  growers 
in  this  part  of  the  country  to  work  together. 

For  many  years  preceding  1913,  the  market  gardeners  had  sold  their 
produce  in  the  wholesale  district  of  Providence  on  parts  of  the  street 
allotted  them  by  the  City  government.   The  costs  of  a  stand  or  stall 
varied  from  ,^40  to  :,v!75  depending  on  the  location,  and  the  growers 
were  reciuired  to  be  off  the  streets  by  10  a.m.    It  was  felt  that  this 
latter  ruling  encouraged  buyers  to  delay  making  their  purchases,  hop- 
ing to  use  the  closing  time  as  a  club  to  obtain  lower  prices.   Also 
freedom  to  pile  packa:::e£  on  the  street  or  sidewalks  was  limited. 
These  conditions  were  so  unsatisfactory  that  the  men  organized  the 
Providence  liarket  Gardeners  Association  and  purchased  the  present  site 
of  the  Governor  Dyer  Cooperative  i.^arket. 

For  a  while  there  v;as  a  keen  interest  in  the  market  anc  a  number 
of  men  were  active  in  shaping  its  policies.   Gradually,  however,  full 
control  of  the  ..larket  drifted  into  the  hands  of  three  trustees,  who 
were  responsible  for  the  legal  affairs  of  the  Association.   These 
three  were  largely  dominated  by  a  single  man  and  for  a  number  of  years 
the  market  was  practically  controlled  by  him.  His  interests  became 
more  and  more  centered  in  the  buying  and  sellinf  of  proc^uce.   Out 
of  this  grew  the  desire  to  get  m.ore  wholesalers  on  the  market. 
Finally  a  move  to  sell  to  a  wholesaler  a  piece  of  land  out  of  the  very 
center  of  the  farmers'  market  was  consuiiimated.   The  indignation  of  the 
general  membership  became  so  great  that  a  new  president  was  elected. 
This  was  Mr.  H.  F.  Tompson,  the  original  president,  who  had  been  away 
for  a  number  of  years  and  \tio   had  returned  to  the  home  farm. 

Mr.  Tompson  was  confronted  with  questions  such  as  who  controlled 
the  market,  hO';  it  should  be  managed  in  the  future,  and  if  it  were  to 
be  liquidated,  who  owned  an  interest  in  the  assets?   Fortunately  the 
payments  on  the  mortgage  had  always  been  met,  the  interest  and  taxes 
had  been  kept  up,  and  the  Association  was  not  in  financi<:LL  distress. 

The  general  plan  adopted  was  to  separate  the  owning  and  operating 
of  the  m.arket  from  the  other  work  of  the  Association.   Thus,  two 
cooperative  organizations  were  set  up  in  1928.   The  first  step  was  to 
rewrite  and  re-enact  the  cooperative  law  of  the  state,  sincp  the  lav? 
on  the  books  xvould  not  permit  the  policies  VJhich  seemed  wise.   VJith 
the  help  of  men  in  the  old  division  of  cooperative  marketing  in  the 
Bureau  of  Agricultural  Economics,  and  especially  Ilr.  H.  L.  Hulbert,  a 
new  law  was  dra^m  and  later  enacted  by  the  state  legislature. 

One  of  the  nev;  associations,  knovm  as  the  Providence  .larket 
Gardeners  Cooperative  Association,  does  all  that  the  market  gardeners 
i.vish  to  do  cooperatively  except  managing  the  mai'ketplace.   Primarily 
it  is  social  an>...  educational.   For  the  last  several  years  a  '~;inter 


^  <^7 


banquest  and  a  summer  olanibake  have  been  held.    For  the  last  three 
winters  a  series  of  six  or  seven  educational  meetings  to  which  a 
number  of  men  from  other  areas  have  been  invited  has  proven  helpful 
and  valuable  to  the  grov/ers.   Attendance  at  these  meeting  through- 
out the  perioc  has  approximated  60  men. 

The  association  can  purchase  seed,  fertilizer  and  supplies  for 
the  market  gardeners  if  they  so  desire,  but  very  little  of  this  has 
been  done  to  date.   Some  seed  fe s  been  bought,  but  this  was  part 
of  an  experiment  conducted  by  the  groi./ers  through  their  Assodation, 
There  was  a  marked  difference  of  opinion  among  the  members  of  the 
organization  as  to  the  profits  from  exact  grading.   Discussions  led 
to  the  suggestion  that  uniform  seed  night  be  the  basis  of  a  sound 
grading  program.    Several  seed  companies  gave  12  or  15  small  lots  of 
commercially  uniforra  seed,  which  vras  planted  on  farms  scattered 
throughout  the  vegetable  gro'.ing  territory.    Sample  lots  of  each 
crop_ were  assembled  for  the  growers  to  examine.   The  result  can  be 
illustrated  by  the  bunched  beets.    The  beets  from  a  farm  6  or  7 
miles  to  the  east  of  Providence  on  a  sandy  soil  were  very  similar  to 
those  from  a  sandy  soil  about  the  sai^ie  distance  to  the  southwest  of 
Providence.   Tlie  beets  from  a  farm  with  heavy  soil  only  tv70  or  three 
m.iles  from  the  first  farm  were  quite  different  in  appearance,  in 
color,  in  length  of  top  and  in  size.   This  experiment  illustrates  one 
of  the  by-products  that  can  be  obtained  from,  organization. 

The  second  organization  incorporated  in  10E8,  known  as  the 
Governor  Dyer  Cooperative  Market,  is  the  business  corporation  for 
holding  and  operating  the  Governor  Dyer  market.   The  Governor  Dyer 
Market  comprises  approximately  four  acres  of  land  divided  into  stands 
or  stalls.   The  individual  rents  a  stand  and  sells  his  goods  there. 
Thus  the  gro-."ers  are  cooperating  in  furnisliing  a  market  place  for 
themselves,  but  not  in  selling  their  products. 

In  organizing  the  Governor  Dyer  Cooperative  i:arket  one  of  the 
chief  problems  was  to  determine  who  owneci  the  equity  in  the  market 
place  and  who  should  own  any  additional  equity  in  the  future.   After 
considerable  study,  it  '7as  decided  that  the  men  who  had  used  the 
market  place  should  ovm  it  in  proportion  as  they  had  used  it.    It 
was  found  that  some  men  used  one  stand  a  year  and  others  had  rented 
as  many  as  six  stands  a  year.   A  unit  called  the  "stand  year"  ??as 
established,  and  the  m.an  virho  rented  one  stand  for  six  years  received 
the  same  share  as  the  man  who  rented  six  stands  for  one  year.   On 
this  basis  the  difference  betvreen  a  conservative  valuation  of  the 
property  and  the  remaining  mortgage  on  the  property  was  "sharized" 
among  the  men  T^ho  had  used  the  market.   The  plan  was  sufficiently 
just  so  that  there  has  been  little  controversy  concernin:  it. 

To  become  a  stockhoJ.der  a  new  market  user  must  apply  to  the 
board  of  dir'-ctors  fo_  membership  ani.'.  agree  to  abide  by  the  by-laws  of 
the  corporation.   His  nanie  is  then  entered  in  what  is  kno\.'n  as  the 
fractional  stock  account  or  ledger,  and  he  receives  payment  toward  a 
share  of  stock  in  the  same  way  in  which  a  .;ian  would  receive  a  patron- 
age divided  on  goods  purchased  or  sold  through  a  cooperative.   For 
example,  a  staiid  rents  for  040  a  year.   If  in  any  year  the  total 
costs  of  running  the  market  arn.ount  to  --^60   a  stand,  each  stockliolder 
renting  a  stand  and  each  applicant  for  stock,  is  credited  wixh  :„;10  in 
the  fractional  stock  account.   As  soon  as  these  credits  amount  to  ,^50 
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(the  par  value  of  a  share)  a  stock  certificate  is  issued.  An  appli- 
cant is  then  a  full  stockholder  with  the  right  to  vote.   The  by-laws, 
of  course,  require  the  cooperative  idea  of  one  nan,  one  vote. 

The  two  associations  work  together  on  their  membership  problems 
in  that  the  board  of  directors  of  the  Governor  Dyer  Cooperative  Market 
require  an  applicant  for  stock  to  become  a  member  of  the  Providence 
Market  Gardeners  Cooperative  Association.  Therefore  while  a  man  is 
accumulating  a  share  of  stock  he  becomes  somewhat  trained  in  the  ideas 
of  cooperation,  and  the  board  of  Directors  of  the  Governor  Dyer  Co- 
operative I.Iarket  can  form  rather  definite  opinions  as  to  the  desir*- 
ability  of  the  prospective  stockholder.  So  far  no  one  has  been  re- 
fused the  opportunity  to  own  a  share  of  stock.  It  is  hoped  that 
it  V7ill  never  be  necessary  to  refuse  such  opportunity,  but  should  a 
man  prove  himself  the  exceedingly  destructive  type,  and  there  are 
such  men,  the  directors  could  refuse  to  grant  him  part  ovmership  in 
the  market  and  the  right  to  vote.  This  method  of  acquiring  an  owner- 
ship in  a  cooperative  market  is  probably  unique,  and  has  proved  very 
satisfactory  in  the  five  years  it  has  been  followed. 

The  outstanding  physical  development  since  the  reorganization  is 
the  construction  of  a  ,v.25,000,  two-story,  brick  building.  Like  all 
changes  this  was  opposed  by  a  number  of  the  stockholders.  It  affords 
for  the  market  place  a  good  restaurant,  much-needed  toilet  facilities, 
a  room  for  member  meetings  and  a  room  for  the  directors  meeting  and 
the  Association  records.   If  a  vote  were  taken  today,  probably  none 
of  the  stockholders  would  say  that  the  building  had  not  proven  valu- 
able. 

It  is  felt  that  these  two  cooperative  associations  have  proven 
their  value  and  are  malcing  satisfactory  progress.  Recently  a 
cooperative  auction  has  been  seriously  discussed.  Nothing  definite 
has  been  done  as  yet.  Probably  the  great  majority  of  our  growers 
have  an  Italian  or  •^ortguese  back-ground  and  their  trips  to  the 
market  are  a  pleasure  to  them.   In  addition,  there  is,  of  course, 
the  common  belief  that,  "I  can  sell  my  produce  better  than  anyone 
else."  But  some  of  the  younger  men  and  some  of  the  larger  growers 
have  become  quite  interested  in  the  taction  system. 

There  are  two  important  reservations  in  the  minds  of  the  growers 
as  to  the  success  of  the  auction.   In  New  Jersey  the  auctions  are  in 
the  producing  sections  and  the  buyers  are' afforded  a  very  real  service 
by  having  the  produce  assembled  at  the  auction  blocks.  Prior  to  the 
auctions  the  buyers  had  to  travel  many  miles  to  pick  up  a  load  of 
produce.  Now  the  farmers  stand  the  cost  of  assembling  the  produce 
and  the  buyers  should,  and  can,  afford  to  pay  a  slightly  higher  price 
for  produce  which  has  been  brought  to  them.   In  Providence  the  growers 
are  accustomed  to  assemble  their  produce  at  the  Governor  Dyer  Go- 
operative  I.Iarket  and  so  this  service  is  already  performed. 

The  second  important  factor  is  that  produce  assembled  at  the 
auction  block  in  a  producing  area  cannot  be  withdravm  without  con- 
siderable cost.  In  many  cases  such  produce  must  be  reloaded  and 
shipped  to  a  distant  market.   This  vrauld  not  be  true  of  withdrawing 
produce  from  an  auction  in  Providence.  The  goods  could  remain 
approximately  where  they  were  until  the  regular  market  opened  and  the 
sale  could  be  made  with  little  additional  cost  other  than  loss  of 
time.  Thus,  the  services  rendered  are  not  the  same  and  the  temptation 
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for  the  grower  to  withdraw  a  product  is  much  greater  than  in  producing 
sections.  These  two  differences  might  prove  fatal  if  the  experiment 
were  tried.  At  least,  they  make  a  considerable  difference  in  the 
success  which  may  be  expected  in  a  consuming  center  as  compared  with 
an  auction  far  from  market. 

There  appears  to  be  a  need  for  an  auction  for  chain  store  buyers 
and  for  buyers  from  other  cities,  such  as  Worcester,  Fall  River  or 
New  Bedford,  The  chain  stores  now  have  a  fairly  well-established 
system  and,  although  it  does  not  seem  particularly  efficient,  it  may 
prove  difficult  to  change  because  of  the  relationships  winch  such  a 
system  develops.  An  auction  would  undoubtedly  be  of  great  service 
to  out-of-town  buyers. 

It  has  been  suggested  that  a  new  organization  which  would  conibine 
an  auction  with  a  cooperative  commission  house  might  prove  valuable. 
Someone  must  service  the  individual  stores  and  make  deliveries  to 
different  parts  of  the  city  and  an  auction  does  not  talce  care  of  this 
need.  The  outstanding  disadvantage  of  such  a  plan  is  in  the  initial 
and  overhead  costs  as  compared  with  the  straight  auction  system.   In 
fact  the  volume  of  business  might  be  so  divided  that  it  would  be  hann- 
ful  to  both.  The  chief  problem  is  adequately  to  appraise  the  changes 
that  are  talcing  place  and  to  meet  fairly  the  nev;  conditions  set  up  by 
these  changes. 

The  most  recent  development  in  cooperation  in  fruit  and  vegetable 
marketing  in  Rhode  Island  is  probably  unique.  This  is  the  organiza- 
tion of  a  real  cooperative  association  aiaong  the  older  members  of  one 
of  the  4-H  clubs.  The  purpose  is  to  own  and  operate  a  roadside 
market  cooperatively.  As  far  as  is  known  this  is  the  first  attempt 
to  mix  a  real  business  proposition  viith  an  educational  undertaking. 
Possibly  a  cat  and  dog  have  been  turned  loose  in  the  same  cage.  Time 
only  will  tell. 

The  boys  have  set  up  a  stock  corporation;  they  have  developed 
by-laws  which  are  almost  identical  in  principle  with  those  of  the 
Gkavernor  Dyer  Cooperative  Market;  they  have  gone  to  the  Secretary  of 
State  and  incorporated  thoir  organization.  As  a  gesture  of  good- 
will the  five  presidents  of  the  five  going  cooperative  organizations 
in  the  state  have  signed  the  incorporation  papers.   In  order  that 
their  actions  may  be  legal  the  boys  have  appointed  a  Board  of  Trustees, 
men  over  21  years  of  age.   This  Board,  hov^rever,  cannot  act  except 
under  the  direction  of  the  boys'  Board  of  Directors;  so  the  boys  have 
full  control  of  their  organization.  They  have  built  a  small  building 
on  Route  #1  in  Norwood,  which  is  a  suburb  of  Greater  Providence,  They 
plan  to  sell  their  ovm  products,  mostly  poultry  and  eggs,  and  to  obtain 
produce  from  local  farmers  on  a  strictly  business  basis,  paying  the 
farmer  what  he  might  expect  on  the  wholesale  market.  They  hope  to 
make  a  sufficient  margin  to  pay  all  their  costs  and  set  up  a  reserve 
to  purchase  a  site.  The  salesmen  and  manager  are  to  work  on  a  per- 
centage basis.  Apparently  everything  is  eet  to  go  and  the  market 
should  be  in  operation  by  Saturday  of  this  week. 

It  is  hard  to  say  just  what  has  been  started  but  in  the  opinion 
of  some  of  our  practical  growers,  a  reservoir  of  practical  cooperative 
experience  which  will  do  much  to  insure  the  continuance  of  our  present 
cooperative  movement  is  being  developed. 
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Last  week  the  board  of  directors  of  one  of  our  associations 
faced  a  question  which  required  the  correct  diagnosis  of  marketing 
changes  in  the  years  just  ahead.   A  factor  v/hich  they  discussed, 
and  discussed  seriousl3'-,  was  this  move  to  train  boys  in  cooperative 
marketing  before  they  became  practical  growers.   The  men  predicted 
that  it  would  have  consideratle  influence  upon  the  way  in  which 
growers  would  work  together  in  the  future.   It  is  sincerely  hoped 
that  their  prediction  is  better  than  that  made  by  most  economists. 
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COOPERATIVE  MARKETING  OF  FRUITS  AM)  VEGETABLES  IN  CONNECTICUT 
New  England  Institute  of  Cooperation 
Storrs,  June  22,  l>y33. 

Dr.  G.  B.  Clarke,  Assistant  Extension  Economist,  Connecticut  State 

College,  Storrs,  Conn. 


Developments  in  cooperative  marketing  in  Connecticut  are  con- 
ditioned by  several  important  factors.   The  first  is  the  rise  of  the 
chain  store,  disrupting  established  outlets  for  native  produce  and 
necessitating  a  new  type  of  selling  agency.   The  chain  store  method 
of  buying  reciuires  a  large  volume  of  uniform  produce  assembled  in  one 
place.   The  second  factor  is  the  present  use  of  the  motor  truck  as 
one  of  the  most  important  methods  of  transportation  of  fruits  and 
vegetables,  making  possible  the  establishment  of  country  concentration 
points  and  lessening  the  dependence  on  city  market  places.   The  third 
is  that  of  the  closeness  to  large  consuming  centers  which  prevails  in 
Connecticut,  offering  to  the  farmer  an  alternative  in  the  marketing  of 
his  produce.   The  alternative  he  will  take  depends  partly  on  the  size 
of  his  vegetable  enterprise  and  the  degree  of  specialization  found  on 
his  farm.   A  wide  variety  of  vegetables  and  a  small  sized  farm  both 
encourage  the  farmer  to  sell  directly  to  retail  stores  or  to  the  con- 
sumer through  roadside  stands  or  consumer  routes.   Large  farms  and 
considerable  specialization  lead  the  grower  to  seek  outlets  of  the 
wholesale  type.   The  fourth  factor  in  the  situation  is  an  increasing 
acreage  of  fruits  and  vegetables  in  the  state,  giving  rise  to  seasonal 
surpluses  and  making  necessary  a  widening  of  the  market. 

As  a  result  of  these  conditions  the  type  of  cooperative  in  the 
fruit  and  vegetable  field  that  has  had  the  most  success  in  Connecticut 
is  the  auction  market.   The  auction  does  not  require  a  large  personnel 
or  much  equipment.   This  method  of.  selling  can  be  used  with  the  comr.iod- 
ity  for  which  it  is  best  adapted,  it  can  be  aiscontinued  at  any  time 
considered  advisable  and  resumed  at  will.   It  exercises  a  minimum  of 
restraint  on  the  cooperators  who  here  are  so  close  to  their  markets 
that  they  do  not  feel  bound  to  sell  by  any  given  method  unless  satis- 
fied ?/ith  results.   There  are  at  present  two  successful  strawberry 
auction  markets  in  the  state,  one  at  New  Haven  and  one  at  South  Man- 
chester.  The  latter  is  likely  to  continue  with  peaches  and  cauliflower 
and  perhaps  with  apples. 

Another  recent  attempt  at  cooperative  marketing  not  of  the  auction 
type  was  the  potato  cooperative  established  by  the  potato  growers  of 
Hartford  and  Tolland  Counties  for  marketing  the  1932  crop.   They  met 
with  considerable  success  and  will  renew  operations  for  the  1933  crop. 
Their  chief  difficulty  is  a  lack  of  storage  facilities  for  holding  the 
potatoes  puich  beyond  January  first. 

The  conditions  necessary  for  auction  markets  in  Connecticut  seem 
to  be  full  loads  of  one  kind  of  fruit  or  vegetable,  large  volume  at 
the  concentration  point,  standard  packages,  and  an  honest  pact.   To 
secure  these  conditions  at  least  some  reginal  specialization  is  neces- 
sary.  The  advantages  of  the  auction  are  first,  its  convenience.   It 
saves  time  for  both  buyer  and  seller.    It  widens  the  market  for 
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Connecticut  fruits  and  vegetables  since  a  large  part  of  the  produce  so 
purchased  is  trucked  to  Kevv  York  and  other  large  markets.   The  per- 
sonality of  the  seller  is  eliminated  and  prices  are  set  by  competition 
among  buyers.   This  open  method  of  selling  enables  farmers  to  see  the 
effects  of  quality  on  price  and  guides  them  in  their  production  and 
packing. 
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PROCEEDINGS  OP  THE  EIGHTH  ANNUAL  NEW  ENGLAND  INSTITUTE  OP    (p^ 

COOPERATION 

Burlington,  Vermont,  June  20-22,1934 

The  Eighth  Annual  New  England  Institute  of  Cooperation  v/as 
called,  to  order  by  E„  H,  Jones,  Vermont  Commissioner  of 
Agriculture,  at  1:50  P.  M,  Wednesday,  June  20,  1934,  in  the 
auditorium  of  the  City  Hall,  Burlington,  Vermont, 

A  welcome  v/as  extended  by  J.  L,  Hills,  Dean  of  the  College  of 
Agriculture  of  the  University  of  Vermont , 

The  meeting  proceeded  vifith  the  following  paper  by  Erwin 
H,  Porbush, • Secretary  of  the  Production  Credit  Corporation  of 
Springfield,  Massachusetts: 

"PROBLEMS  ENCOUNTERED  IN  SUPPLYING  PARSERS  OP  THE 
NORTHEALT  WITH  ADEQUATE  SHORT-TERM  CREDIT" 

The  past  few  years  have  given  us  an  indication  of  the 
results  which  may  be  secured  through  cooperation-  cooperation 
in  education,  cooperation  in  buying,  cooperation  in  selling,  and 
cooperation  in  financing,  with  which  the  program  of  the  afternoon 
is  largely  concerned.    Someone  has  said,  that  we  never  vifould  have 
heard,  of  the  Siamese  twins  if  they  had.  not  stuck  together. 

In  approaching  this  subject,  I  would  like  to  paint  a  little 
background  for  the  story  and  to  consider  it  from  the  standpoint 
of  our  northeastern  states  -  Nev;  England,  New  York,  and  New  Jersey, 
which  comprise  the  first  Land  Bank  district.    In  this  district 
we  find  46/o  of  all  the  bank  resources  of  the  country;   we  find 
88^  of  the  mutual  savings  bank  deposits  of  the  country. 
Interest  rates  have  been  and.  are  comparatively  low.    Yet  since 
1932  there  has  been  very  little  money  available  outside  of 
Governmental  agencies  for  farm  mortgages  and.  practically  none 
for  current  operations.    Ours  is  a  very  diversified  territory 
and  it  is  a  well-knovm  axiom  that  diversity  malces  for  safety. 

The  potato,  blueberry  and.  general  farming  interests  in  Maine, 
the  poultry  and.  general  farm  interests  of  New  Hampshire,  together 
\7l.th-  its  summer  boarder  crop,  the  dairy  and.  maple  sugar  interests 
of  Vermont,  the  general  farm,  truck  and.  cranberry  interests  of 
Massachusetts,  the  tobacco  section  through  the  Connecticut  Valley, 
the  fruit  sections  of  the  Hudson  Valley,  Finger  Lakes  section 
and  Chautauqua  County  in  Nev/  York  together  with  its  vast  dairy 
interests,  the  truck  and  potato  sections  of  Long  Island  and  the 
dairy  section  of  Northern  Jersey  dov/n  through  the  potato  section 
of  Monmouth  County,  and.  the  poultry,  cranberry,  and.  truck  sections 
of  central  and  southern  Jersey,  give  to  us  a  diversity  which 
not  only  makes  for  safety  in  loaning  operations  but  by  the  same 
token  guarantees  a  more  or  less  continuous  income  to  our  farm 
folk».    Porty-four  percent  of  the  farms  in  Nev/  England  hove  running 
water,  v/hich  is  true  of  only  \^%   of  the  farms  of  the  country  as  a 
v/hole.    Thirty-nine  percent  have  electric  lights  as  against  12/o 
for  the  rest  of  the  country,  and  we  are  at  the  doors  of  the  best 
markets  in  the  world. 

In  these  eight  States  according  to  the  1930  census,  we  have 
310,000  farms  valued  at  o2, 500,000,000  on  which  there  are  implo- 


ments   and  machinery  valued  at  .4;293,000,000  and  livestock  valued 
at  ::;375,000,000,    Tv/o  hundred  and  seventy-one  thousand,  of  these 
farms  are  owner-operated  which  lends  a  stability  to  the  district 
which  does  not  exist  in  some  other  sections  of  the  country  where 
large  numbers,  and  in  soimj  instances  a  vast  majority,  are  operated 
by  tenants.    Of  these  owner-operated  farms,  122,000  or  45;;r  are 
mortgaged,  or  were  at  the  time  of  the  last  census.    Doubtless  the 
last  few  years  have  increased  this  percentage  somewhat,'   The  gross 
annual  incom.e  from  those  farms  is  estimated,  at  .;p472,000,000.    The 
estimated,  annual  expenditures  of  these  farmers  is  !if405,000,000 
divided  as  follov/s  : 

Peed  -  §174,000,000 

Fertilizer  -    fc4,000,000 

Labor  -  |-llo,600,000 

Implements  and  machinery-  '^p5 1,000;, 000 

Electric  light  and  power  - '  :!;6,000,000 
"Tcrxos""'-  $27,000,000 

With  this  as  a  background,  lot  us  approach  the  subject  of 
farm  credit. 

All  of  us  doubtlv.ss  are  familiar  in  a  general  way  with  the 
present  make-up  of  the  Farm  Credit  Administrs tion  but  in  order 
to  clarify  the  situation^  let  us  give  a  moment  to  its  organization. 
In  1916  the  Federal  Farm  Loan  Act  was  passed  which  established  the 
12  Land  Bank  Districts  witli  a  Federal  Land,  Bank  in  each  one  and 
provided  for  the  organization  of  local  units  or  Farm  Loan  Associa- 
tions,,   These  were  immediately  sot  up  and.  commenced,  operations 
and  at  the  time  it  was  felt  by  those  in  charge  that  if  the 
facilities  were  used  by  the  fanners  the  act  would  be  broadened  in 
scopo   and  supplementary  legislation  passed,  at  a  later  date.    This 
became  true  in  1923  when  the  Intermediate  Credit  Act  was  passed 
which  established  tv/elve  Federal  Intermediate  Credit  Banks  in  con- 
junction with  the  Land  Bank  making  the  officers  and  directors  of 
the  Land  Banks  ox  officio  officers  and  directors  of  the  Intermediate 
Credit  Banks,    Tl:e  Intermediate  Cred.it  Banks  were  set  up  to 
furnish  the  typo  of  credit  which  the  nam^e  indicates,  --interm.ediate 
credit  betv/een  the  long-term  mortgage  credit  of  the  Land  Bank,  and 
the  short-term  --  thirty-,  sixty-,  or  ninety-  day  credit  of  the 
commercial  bank,  or  in  other  v/ords  credit  from  six  months  to 
three  years  in  duration.    The  farmers,  however,  could  not  go 
directly  to  the  Intermediate  Credit  Bank  but  must  approach  it 
through  a  comjnercial  bank  or  a  credit  association  set  up  for  the 
purpose  and  capitalized  for  at  least  ;':10,000,    The  facilities  of 
the  Intermediate  Credit  Banks,  therefore,  while  utilized  by  quite 
a  number  of  our  cooperative  associations  and  some  discounting 
agencies, v/cre  not  utilized  by  the  individual  farmers  to  the 
extent  that  It  was  folt  they  might  bOo 

Last  year  the  FL.rm  Credit  Act  of  1933  v/as  passed  and  this 
Act  aceomplish'jd  tvro  results:   First,  it  consolidated  all  of  the 
farm  loaning  agencies  of  the  G-ovcrnjnont  under  one  head;   and, 
second,  it  sot  up  two  nov/  units  in  the  system  so  that  the  present 
organization  is  as  follows:   The  Farm  Credit  Administration, 
having  .general  jurisdiction  over  the  country  with  ViHlliam  I,  Myers 
of  Ithaca,  New  York  at  its  head,  as  Governor  of  the  Farm  Credit 
Administration,    Under  Gov,  Myers  are  four  conmiiss loners  -  the 
Land.  Bank  Commissioner,  the  Intormedlcte  Credit  Bank  Commissioner, 
tho  '-'°°P'"'i'''"'tl"^'^'  Benk  Commissioner,  and  the  Production  Credit 
Com_v.iiss  loner. 


Coming  down  to  our  district  v/lth  hoadquarters  at 
Spring-field,  we  have  the  Farra  Ci-edit  Adinlnlstration  of  Spring- 
field with  the  general  agent  E,  H,  Thonson   aa  its  head. 
The  Parra  Credit  Administration  of  Springfield  Is  composed  again 
of  four  sister  corporations  -  the  Federal  Land.  '.  Bank,  the  Federal 
Intermediate  Credit  Bank,  the  Springfield  Bank  for  Cooperatl-ves 
and  the  Production  Credit  Corporation  of  Springfield, 

Aa  you  know,  the  Federal  Land  Bank  v/as  set  up  to  furnlsli 
long-term  first-mortgage  credit  through  local  cooperative 
associations.    The  new  legislation  created  a  new  division 
to  take  care  of  an  emergency  situation  and  made  the  Land 
Bank  the  agent  of  the  Farm  Loan  Commissioner  to  siipply  second 
mortgage  funds  In  certain  instances. 

The  Federal  Intermediate  Credit  Bank  Is  to  agriculture 
what  the  Federal  Reserve  Bank  is  to  commerce  and  Industry, 
It  is  the  discounting  agency  for  farm  paper  coming  to  it 
through  various  channels, 

Tlio  Bank  for  Cooperatives  of  Springfield  is  sot  up  to  loan 
to  farmer  cooperative  organizations  both  buying  and  selling, 
both  for  fixed  capital  and  current  operations. 

The  Production  Credit  Corporation  which  we  are  discuss- 
ing in  particular  this  afternoon  has  been  set  up  (1)  to  organize 
(2)  to  capitalize,  and  (5)  to  supervise  local  production 
credit  associations  organized  cooperatively  by  and  for  the 
farmer  throughout  the  district,  through  which  loans  may  be  made 
for  current  operating  expenses.    The  officers  of  this  organlza'* 
tion  took  up  their  duties  January  1  and  v/oro  faced  with  the 
immediate  task  of  organizing  associations  throughout  the  eight 
states  In  time  to  meet  the  needs  of  the  northeastern  farmers 
for  195^«    It  v/as  necessary  to  do  the  job  very  quickly  and 
the  first  organization  mooting  was  held  on  the  7th  of  January 
and  ttie  district  was  ©ntipelY"  organized  on  the  7th  of  March. 

In  order  to  bring  to  you  quickly  and  concisely  some  of 
the  factors  in  regard  to  this  production  credit,  I  will  ask  and 
in  turn  answer  a  few  questions, 
Q,  Who  may  borrow? 

A,   Any  farmer  in  the  eight  northeastern  states.    Nob 
neceessarily  a  farm  owner,  as  either  an  owner  or  renter  is 
eligible.    A  farmer  m.ay  be  an  individual,  a  partnership  or  a 
corporation,    A  corporation  is  considered  a  farmer  if  ^0%   or 
more  of  the  time  of  its  officers  is  devoted  to  agriculture  and 
overone-half  of  its  Income  is  derived  from  agriculture, 

Q,   How  much  can  a  farmer  borrow? 

A,  The  legal  requirements  arc  not  more  than  20/o  of  the  paid- 
in  capital  of  the  association  through  which  his  application  is 
made.   There  are,  hov/ever,  certain  exceptions  to  this  rule 
If  adequate  security  can  be  given.    In  actual  practice  the 
real  test  of  the  amount  of  a  loan  must  be  the  presuined  ability 
of  the  borrower  to  repay  in  the  specified  term  for  which  the 
loan  is  made,    I  might  say  that  the  loans  so  far  average  in 
size  from  ;;50  to  ;;i)50,000. 
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For  what  can  ItLe  'borrow? 


A,    Under  the  law  ho  ma;/-  borrow  Tor  "^Jiy  agricultural  puiposbl' 
Wg  arc  glvln.fj  a  broad  interpretation  to  the  phrase  and  cn'.li  o:v- 
oring  to  meet  all  logical  requiro-ricnts , 

Q,    For  hov;  long  can  he  borrow? 

A,    The  term  of  the  loan  naturally  varies  in  accordance  with 
the  purpose  for  which  the  money  is  to  be  used.    On  crop  loans 
the  term  will  be  for  ttie  natural .  lon^tJi  oC  time  of  planting, 
growing,  harvesting  and  marketing  of  gIic  ci'op.    On  poiiltry  loans 
ordinarily  the  loan  v/j.  11  be  made  for  one  year  Vidth  tjic  expectation 
that  repayments  will  begin  at  about  si:-,  months  and  liquidate  the 
loan  in  the  coiirse  of  a  year.    On  dairy  lomis  the  .pcr-iod  ^'^^-1 
rim  up  to  three  years.    General  purpose  loans  may  include  the 
payment  of  existing  debts  with  the  expectation  that  the  loan  will 
be  reduced  during  the  first  year  and  fully  repaid  by  the  end  of 
two  years.    The  periods  of  time  are  not  definitely  fixed  but 
vdll  be  adjusted  to  the  reqiilrcmcnts  in  each  individual  case  \^q 
make  the  sj^stem  as  serviceable  as  possible, 

Q,  On  what  can  he  borrow? 

A,    Loans  may  bo  made  on  an  unsecured  note,  an  indorsed  note, 
a  crop  or  chattel  mortgage,  or  v/ith  additional  collateral  should 
such  seem  dccirable.    In  other  v/ords,  sound  banking  practice 
will  govern  and  it  is  probably  trii.c  that  a  larger  percentage  ^* 
unsecured  loans  v/ill  be  made  in  the  first  district  than  in  cny 
of  the  other  eleven, 

Q,    At  what  rate  can  he  borrovr? 

A,    Over  the  years  the  rate  will  be  governed  by  the  general 
trend  of  interest  rates  but  particularly  by  the  ability  of  the 
Intermediate  Credit  3.ank  to  market  its  secvirities  at  a  low  rate 
of  interest.   At  the  present  tir.ic-  the  discount  rate  of  the 
Intermediate  Credit  Bank  is  Z%,        The  spread  of  the  local 
association  is  J/o  inaking  the  x-ato  to  the  far-naor  5/^ 

Q,    Is  the  borrower  a  stock  holder? 

A,    The  law  reqiiires  that  each  borrower  must  purchase  one 
five-dollar  share  of  stock  for  each  ^plOO ,  or  fraction  thereof 
that  he  borrows.    This  stock  cannot  be  used  to  apply  on  the  last 
payment  of  his  loan  but  may  be  retained  by  the  borrovirer  and  ,iji3q,j 
as  a  basis  of  his  borrowings  in  future  years.    If  it  v/ero  used 
as  the  last  payment  on  the  loan,  all  of  those  whose  loans  were 
repaid  within  the  yecj'  \70uld  not  be  stock  holders  and  therefore 
not  eligible  to  vote  at  the  annual  meeting  of  the  association. 
However,  there  is  provision  whereby  a  man  who  wishes  to  dispose 
of  the  stock  and  does  not  plan  to  re-borrow  another  year  may 
realize  upon  it,    I  v/ould  stress  particularly  the  fact  that 
regardless  of  Y/hother  security  is  taken  or  not  and  regardless 
of  Viiiat  that  security  may  be  if  taken,  production  credit  loans 
arc  character  loans,  depending  for  their  soundness  first  upon 
the  v/illingness  of  the  borrower  to  repay  and  secondly,  upon 
his  ability  to  repay. 


I  do  not  v/i  sh  to  give  too  many  figures  but  you  may  be 
Interested  in  vv'hat  has  boon  accomplished  to  date.    It  v;as  dc~ 
cldcd  to  organize  JO  associations  in  the  first  district  -  J  in 
Maino,  one  in  Nov;  liarapshiro,  5  in  Vermont,  I4.  in  Massachusetts, 
1  in  Rhode  Island,  1  in  Connecticut,  I3  in  Nov/  York,  and  i}.  in 
New  Jersey,   We  realize  that  the  districts  for  these  assocla- 
tions  are  iar-^e  '^^'^   because  of  the  necesnity  of  completing  the 
organization  speedily  and  also  the  need  of  a  certain  definite 
volume  if  the  association  is  to  function  economically,  the  plan 
outlined  v/as  dedi'ded   upon.    It  may  be  necessary  as  time  goes 
on  to  modify  this  plan  somcv/hat  and  time  v/i  11  tell  in  just  v/hat 
directions , 

Throxigh  these  50  associations,  11,721  applications 
for  ;i?10,585,000  have  been  filed.    The  associations  have  actually 
loaned  or  agreed  to  loan  over  :|'p6,000,000  to  approximately  6,500 
farmers.    The  smallest  association  has  made  Iiij_  loans  for  approx- 
imately ;)J40,000  and  the  largest  association  has  made  over  2,000 
loans  for  nearly  (5250,000,000,   Although  the  spring 
rush  is  practically  over,  applications  are  still  being  received 
at  the  rate  of  about  tliree  hundred  a  v/cck. 

The  problems  v/hich  v/e  have  encountered  may  be  divided 
roughly  into  two  types:    first,  those  having  to  do  with  getting 
the  money  out  to  the  farmers,  and  they  are  many,  and  secondly, 
those  concerned  mth  getting  the  money  back  In  from  the  farmers, 
and  many  of  these  problems  arc  yet  to  be  met,    IVc  believe, 
however,  that  the  loans  have  been  made  soundly  In  a  great  majorlt 
of  instances.    It  is  a  known  fact  that  htunan  nature  is  a  very 
dependable  factor.   Experience  shows  that  95)'"  of  loans  made 
give  but  little  trouble  In  any  normal  time  and  that  these  later 
troubles  v.'ill  be  confined  ver^^  largely  to  approximately  5/^  of 
the  borrowers. 

Our  first  problem  was  the  securing  of  incorporators  for  the 
local  units,  then  in  securing  directors  for  the  local  assoclatior 
They  in  tvirn  v/crc  faced  vdth  the  problem  of  securing  their 
secretary- treasurer ,  who  is  a  salaried  employee,  and  who  is 
really  the  manager  of  the  local  unit.    They  and  he  together  were 
then  faced  vdth  the  socxiring  of  competent  office  personnel. 
Naturally  some  changes  vail  be  found  necessary  in  the  personnel 
of  the  organization,  but  I  rndght  say  that  so  far  very  fcv/  have 
been  found  necessary, 

I  would  like  to  drav;  a  comparison  betv/eon  the  organisation 
of  the  National  Farm  Loan  Associations  and  of  the  Production 
Credit  Associations,    It  v/as  my  pi'lvilcge  to  have  been  associate 
with  the  v;ork  during  both  of  these  periods.    In  191?  and  'I8, 
the  farm  loan  system  v/as  new.    It  v/as  during  the  war  period. 
It  v/as  necessary  for  not  only  the  directors  but  the  members  of 
a  National  Farm  Loan  Association  to  be  borrov/crs  themselves  and 
there  v/crc  certain  minimum  requirements  as  to  both  number  and 
amo-'.mt  before  an  organization  could  be  set  up.    About  the  only 
way,  therefore,  to  get  started  was  to  advertise  a  meeting  at  a 
certain  time  and  place  at  v;hlch  the  Farm  Loan  Act  would  be 
explained  and  steps  taken  to  organize  if  the  fanners  decided  to 
do  so.    Naturally  all  classes  of  borrov/ers  were  represented  at 
these  meetings  and  it  v/as  necessary  to  v/ork  with  the  matorll 
found  a.va.l.la.ble .    Prom  this  start,  hov/evcr,  has  been  built  up 
an  organization  v/hich  has  proved  of  tremendous  service  to  north- 
eastern agriculture  over  a  period  of  seventeen  years. 


In  Ectting  up  the  Production  Credit  Associations  the  only 
requirGHcnt  was  that  the  incorporators  and  the  boai'd  of  directors 
selected  from  the  Incorporators  should  be  "eligible  to  "'orrow," 
We  therefore  iiiimedlately  sent  out  through  the  district  represen- 
tatives to  contact  the  agricultural  leaders  throughout  the 
district  to  got  from  them  the  names  of  oi^tstanding  farmers  in 
the  various  sections.    These  men  v/erc  invited  to  the  initial 
organization  meetings.    From  this  group  of  say  75  or  100  men, 
50  were  designated,  properly  representing  the  several  counties 
to  be  covered  as  incorporated.    They  in  turn  elected  a  board 
of  five,  seven  or  nine  directors  from  their  o\7n  number  so  you 
vdll  see  that  YiTC  have  in  our  boards  of  directors  a  picked  group 
of  organizers,    I  believe  that  wo  may  well  be  proud  of  the 
caliber  of  the  boards  of  directors  of  our  Production  Credit 
Associations,  and  I  would  like  to  pay  a  tribute  to  the  good  work 
which  they  are  doing. 

The  second  problem  was  to  provide  an  adequate  and  unbiased 
inspection  service,  and  so  at  the  request  of  the  associations 
-arrangements  v/ore  made  v/ith  the  Farm  Credit  Administration  Field 
Service  to  do  the  actual  investigational  vrork  in  connection  with 
the  individual  loan  applications.    It  v/as  then  necessary  for 
the  Farm  Credit  Administration  Field  Service  to  greatly  augment 
its  staff  of  investigators  and  appraisers  and  in  turn  to  train 
these  men  for  the  work.    These  men  act  as  a  fact-finding  agency 
placing  the  facts  before  the  loan  committees  of  the  associations, 
and  this  committee  of  the  association  is  the  conmiittee  which 
actually  makes  the  loons. 

Our  next  purpose  was  in  gritting  the  loan  actually  closed 
o.nd  the  money  in  the  hands  of  the  farmers  at  the  least  possible 
expense.    It  was  therefore  decided  that  the  loans  should  be 
closed  by  the  secretary- treasurer ,  thus  eliminating  all  legal 
expenses  with  the  exception  of  the  necessary  recording  or  filing 
fees,  and  special  Instruction  and  help  was  givibn  to  all  of  the 
secretary- treasurers  on  this  phase  of  the  work. 

Our  fourth  problem  and  the  problem  v;hich  will  always  be 
with  us  is  that  of  education,  or  getting  the  message  across 
to  the  public.    In  tnis  connection  I  believe  that  you  gentle- 
men can  bo  of  tremendous  service  to  the  f^'irracrs  throughout  the 
territory  in  vT-hlch  you  operate. 

Let  me  cite  once  more  a  figure  v/hich  I  have  previously 
given:   namely,  the  annual  expenditiircs  of  the  farmers  in  0 
northeastern  states,  which  is  ::i;[i.05,000,0G0,    Probably  no  figures 
are  available  which  would  indicate  the  exact  proportion  of  tMs 
figure  which  is  represented  by  credit,  but  it  is  probably 
reasonable  to  presume  that  about  Z^%   or  ^100,000,000  takesthc 
form  of  credit  of  one  kind  or  another.    If  this  is  true  then, 
we  know  that  approximately  three-fourths  of  this  amount  is 
represented  by  vdiat  is  knoY.na  as  mercantile  credit  or  dealer 
credit,  the  most  expensive  form  of  credit  which  the  farmer  can 
use,  the  rate  ranging  ajiyv/here  from  ten  to  forty-five  percent 
and  probably  averaging  16  to  l8>6.    The  problem  then  is  to  get 
across  to  the  man  who  is  buying  on  credit  the  fact  that  he  is 
actually  borrowing  money,  and  that  he  is  paying  for  that  money 
three  , or  four  times  wha.u- he  needs  to  pay.    I  do  not  believe 

that  there  is  any  questionthat  in  the  great  m.ajority  of  instanee; 


the-  dealer  hiirself  would  prefer  to  do  a  cash  tn-i.-jlness  and  i/iake 
the  concessions  \7hlch  cash  should  alv/ays  command.    There  is  not 
a  fai'mer  In  the  district  who,  if  he  could  secure  proper  credit 
quickly,  easily  and  handily,  would  not  prefer  to  utilize  it, 
I  am  inclined  to  think  that  our  sxxrplus  problem  would  be  at 
least  partially  solved  if  the  good  man  who  is  utilir.ing  dealer 
creditextonsilrcly  v;ere  to  place  himself  upon  a  ca.t'h  basis  and 
thereby  eliminate  the  wide  margin  of  profit  v/hich  I  sincerely 
believe  in  m.any  instances  makes  it  possible  for  the  dealer  to 
carry  along  a  great  many  marginal  producers.    It  is  always  m.ore 
expensive  v;hen  an  article  is  furnished  by  an  agency  vti. ich  is  not 
primarily  set  up  to  furnish  that  article  or  service,  and  credit 
is  no  exception  to  tlie  general  riile. 

We  must  constantly  seek  to  overcom.e  three  obstacles.    The 
first  is  the  time  required  to  make  the  loan,  the  second  the.  so- 
called  red  tape  in  connection  v/lth  it,  and  the  third  the  cost, 
and  as  v/e  add  to  any  one  of  tiiese  three  or  all  of  them  wc  ■drt'ee 
away  a  certain  proportion  of  the  best  type  of  business, 

I  would  like  to  emphasize  liere  that  the  stock  is  not  a 
part  of  the  cost  of  the  loan.   The  stock  represents  in  a  way  a 
membership  or  initiation  f ee|^^  his  own  permanent  short-term  cred- 
it system  v/hich  will  eventually  be  returned  to  the  farmer. 

The  last  problem  is  the  problem  of  building\  voluiig;,  IJcver 
vifill  we  advocate  volume  at  the  sacrifice  of  quality  but  it  is  a 
faC-t  that  if  the  system  is  to  bo  permanent,  if  the  "local  unit  is 
toAsSDif- supporting,  there  must  be  a  certain  volur.ie.   V/e  must 
make  the  service  available  locally,  and  if  an  aasociatlon  covers 
too  large  a  territory  outposts  mu.st  be  set-up  in  different  sec- 
tions of  the  territory,   We  are  trying  to'^'-'Serve  each  individual 
borrower  that  he  will  become  a  booster  of  the  system  and  will 
serve  as  a  business  getter,  for  the  very  best  advertisement  is 
the  wagging  tongue  of  a  satisfied  patron. 

We  are  nov/  setting  up  in  certain  of  our  associations  a  cash- 
revolving  loan  fund  throujh  v/hich  loans  may  i-mr.odiatcly  bo  made 
upon  approval  by  the  local  loan  coimrdtteo,  the  paper  later  being 
submitted  for  rediscount. 

Just  a  word  or  two  as  to  the  problems  which  we  shall  probab- 
ly meet  in  connection  with  collections.    It  has  been  determined 
that  the  responsibility  for  collections  must  rest  upon  the  sec- 
retary-treasurer of  the  local  association.    We  shall  give  him 
from  Springfield  every  possible  aid  and  assistance.    Wo  shall 
endeavor  to  call  the  attention  of  all  borrowers  to  the  desira- 
bility of  prompt  payment  of  their  obligations  if  they  arc  to 
build  a  credit  reputation  v/hich  will  enable  them  to  secure  con- 
tinued service.    We  shall  try  to  impress  upon  them  that  while 
it  is  important  to  Washington,  to  Springfield,  and  to  the  local 
association  that  pa^.Traents  be  made  on  time  it  is  vitally  more  im- 
portant to  them  as  individuals ^  looking  ahead  to  future  financ- 
ing. 

We  believe  that  a  very  convenient  program  of  collection 
in  connection  v/ith  dairy  loans  and  certain  crop  loans  may  be 
worked  out  through  third  party  orders,  and  many  farmers  are 
coming  to  prefer  to  handle  their  repayments  on  this  basis. 


Wc  believe  thoroughly  that  one  of  the  biggest  helps  in  a  sound 
collection  program  Is  a  very  careful  consideration  of  the  uiattor 
at  the  time  the  loan  is  made  and  a  very  definite  repayment 
program  ';vorkcd   o\it  upon  the  basis  of  prospective  income.    In 
other  words  a  custom-tailored  repayment  program. 

Wc  do  not  wish  to  have  any  borrov/er  later  find  himself  in 
the  position  of  the  wildcat  dovm  south,    Sam  was  sitting  on  the 
split  rail  fence  chewing  tobacco  and  doing  little  else  when  one 
of  the  boys  rushed  up  across  lots  with  the  startling  information 
"Sam,  there  is  a  wildcat  dovm  in  the  cabin  with  your  v/ife," 
Sam.  paid  no  attention  and  the  call  was  repeated.   After  the  thi: 
effort  Sam  stirred  himself  slightly  and  replied  "Wal,  the  durned 
critter  will  have  to  git  aout  the  best  was  he  kin,"   We  believe 
that  it  is  much  better  to  lay  out  a  definite  plan  than  to 
operate  on  that  basis. 

In  closing  there  are  just  one  or  tv/o  points  that  I  would 
like  to  cm,phasizc.    The  first  of  these  is  that  the  production 
credit  system  must  be  based  upon  sound  business  principles: 
that  each  loan  must  stand  solidly  upon  its  ovm   feet°   that 
there  can  be  no  thoLight  of  either  emergency  relief  or  charity 
if  such  a  \7ord  may  be  used. 

We  appreciate  that  we  m.ust  overcome  the  feeling  in  somxC 
quarters  that  repayment  is  not  really  expected.   Every  loan 
made  must  be  with  the  expectation  that  terms  vail  be  met  so  far 
as  lies  v/ithin  human  pov/er.    The  corporation  at  Springfield, 
the  Intermediate  Credit  Bank,  and  the  associations  arc  capital- 
ized with  funds  advanced  by  the  Government  but  not  one  dollar 
of  Goveri-iment  money  is  loanodo   The  money  '.^iJilch  is  loaned 
comes  from  the  sale  of  debentures  issued  hj   the  Federal 
Intermediate  Credit  Bank  vdiich  must  be  sold  to  banks,  in- 
surance companies,  and  private  investors.    These  are  now  be- 
ing sold  at  an  interest  rate  approximating  one  percent 
v/hich  testifies  to  the  regard  in  v/hich  thoj   arc  held.    The 
security  behind  these  debentures  is  the  note  of  the  individual 
farmer.    Unless  these  loans  arc  soimdly  made  and  repayment 
properly  carried  out  the  interest  rate  on  these  debentures 
v/ould  have  to  be  increased.    Eventually  their  sale  would  be 
greatly  curtailed  and  the  ability  of  the  system  to  continue 
its  service  reduced  in  like  proportion. 

The  next  point  is  that  the  production  credit  system  is  not 
here  to  compete  mth  local  credit  agencies  but  rather  to  supple- 
ment and  complom.cnt  the  service  which  they  may  render.    In 
certain  sections  the  fact  that  the  production  credit  system,  is 
m  operation  has  been  a  factor  in  loosening  up  local  credit, 
and  local  institutions  are  in  some  cases  actually  seeking  farm 
business.    This  v;e  feel  is  a  healthy  development  and  if  the 
existence  of  the  system  tends  to  develop  additional  service 
it  is  ono   of  the  benefits  v;hich  miay  be  attributed  to  it. 
The  system  also  is  designed  to  be  the  permanent  short-term 
credit  facility  and  this  necessitates  exceptional  care  and 
prudence  during  the  formative  stages, 

Vs/hile  it  is  essential  that  the  former  be  taken  care  of 
in  195^1-^  v/e  m-ust  also  look  ahead  to  19l|-0  and  '50  and  so 
build  that  he  may  be  assured  of  a  continuous  flow  of  adequate 
farm  credit. 
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There  is  just  one  thought  I  would  like  to  leave  with  you 
and  that  Is  that  while  we  arc  dealing  in  credit  and  in  money 
that  the  Liltiiiiate  object  is  not  to  get  the  farmer  inorc  deeply 
in  debt  but  to  furnish  him  va.  th  these  funds  in  such  a  way  and 
on  such  a  basis  that  he  may  gradually  get  himself  out  of  debt, 

There  is  no  line  of  activity  where  the  busini^ss  and  the 
hone  ai'o  so  closely  related  and  inter tv;ined  as  in  agriculture, 
Vfnile  wc  are  dealing  with  the  material  things,  let  us  bear  in 
mind  at  all  times  that  it  is  the  v/elfarc  of  the  thousands  of 
farmers,  their  wives  and  their  children  vd.th  which  wc  arc 
ultimately  conccrndd,  and  so  wc  must  administer  the  system 
that  this  ultimate  object  may  be  realized.    Our  only  fexcu'^e 
for  existence  is  the  service  which  we  can  render. 

Once  in  a  while  I  write  a  little  verse  and  because  this 
verse  typifies  the  spirit  of  service  vhich  we  arc  attempting 
to  injact  into  the  operations  of  the  system,  I  would  like  to 
leave  it  with  you,   I  call  it: 

BEADS 


Life  is  but  a  string  of  beads j strung  on  a  silken  thread 
Each  passing  day  a  golden  bead,  in  the  life  that  is  rightly 

led. 
But  to  you  and  me  and  others  too,  some  days  arc  a  sordid 

loss. 
And  the  beads  that  should  be  golden,  are  beads  that  are 

made  of  dross. 
The  beads  of  dress,  it  seems  to  me,  and  I  think  you  will 

find  'tis  true 
Are  not  when  you  think  of  others  but  the  days  when  you 

think  of  you  I 
And  peace  and  content  are  elusive,  intangible  as  an  elf. 
No  man  is  threading  golden  beads,  whose  chief  concern  is 

himself. 
For  the  man  who  gets  the  most  from  life,  and  whose  v/orth- 

Icss  beads  are  fev/. 
Is  the  man  whoso  thought  is  for  others;   and  whoso  words 

and  v/hose  deeds  ring  true. 
So  keep  in  mind  that  string  of  beads,  and  add  to  it  day 

by  day J 
So  that  friend  or  foe  alike  m.ust  fool,  they  are  glad 
that  you've  gone  this  way. 


The  discussion  of  this  subject  was  continued  by  Stev/art 
Batcheldor,  Secretary-Treasurer  of  the  Production  Credit 
A^3^o~ciatioh  of  Northampton,  Mass. 

The  material  in  this  paper  is  based  entirely  upon  the 
experience  of  the  Northconpton  Production  Credit  Association  from, 
the  date  of  its  organization  up  to  the  present  time.    Our 
Association  serves  the  four  v/estern  counties  of  Massachusetts, 
a  territory  fostering  a  wide  variety  of  agricultural  enter- 
prises.  Along  the  Connecticut  River  Valley  the  major 
activities  are  market  gardening  and  the  comm.crcial  grov;ing  of 
tobacco,  onions,  and  potatoes,  v/hllc  in  the  more  outlying 
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districto  raay  be  foimd  dr.iry,  poultry,  -^.nd  fruit  oporc-.tions , 

The  primary  function  of  a  Production  Credit  Association 
is  to  extend  short-term  credit  to  capable  ,and  deserving  farmers 
and  bccaii.sc  of  this  function  it  is  evident  that  the  greatest 
problem  is  that  of  determining  y;hich  farmers  are  capable   and 
deserving  and  vhcther  or  not  they  will  be  able  to  repay  their 
locjis.    The  responsibility  for  approving  or  rejecting  appli- 
cations for  loans  rests  v/lth  the  Loan  Con]i:,lttoe  r/hich  is  made 
up  of  three  of  the  directors  of  the  Association,    The  lorn 
application,  the  inspector's  report,  and  a  Certificate  of  Search 
of  personal  property  records  arc  carefully  studied  before  a 
decision  is  reached.    The  Committee  must  find  an  answer  to 
throe  questions; 

1,  Is  the  applicant  a  good  moral  risk? 

2,  Is  the  applicant  a  good  operator  in  his  line? 
5,    Is  the  applicant's  capital  substantial? 

\Tacn   the  answer  to  each  of  these  questions  is  in  the 
affirmative  a  decision  is  easy  and  approval  is  indicated. 
If  the  applicant's  net  v;orth  is  small,  approval  can  usually  be 
given  if  the  applicant  is  knovm  to  be  honest  and  capable. 
Wo  made  a  large  loan  in  March  to  a  young  man  v/hose  farm  and 
chattels  were  mortgaged  for  almost  their  full  value.    The 
farm  plus  the  encumbrance  had  been  recently  turned  over  to 
this  man  by  his  father.   Bcaoiusc   this  man  is  thoroughly 
reliable  and  is  an  expert  crop  and  livestock  man  we  believe 
the  loan  is  one  of  the  safest  v/hich  v/c  have  mo.de. 

If  the  applicant  is  knov/n  to  be  a  poor  moral  risk,  his 
application  receives  little  consideration,    Mr.  W s  applica- 
tion v/as  re  jcctcd  b  ecause  VI   is  dribik  50/^  -£   th^  time^.   -.Mr.  C's 
application  was  rejected  because  it  was  discovered  that  C 
spent  most  of  his  time  riding  about  vn:ile  his  buildings 
went  dovm  and  his  yard  gathered  rubbish,    Mr,  P.  was  kno\m 
to  be  an  accomplished  rascal  v.ho  had  trimmed  most  of  the 
people  with  whom  ho  had  dealt.    Mr.  H.  is  a  fine  fellov;,  a' 
good  operator,  and  has  an  excellent  farm  but  his  applicatioh 
was  rejected  because  K,  docs  not  talcc  his  obligations  seriously 
as  many  creditors  have  discovered  to  their  sorrow  in  the  pa&t. 
Mr.  T.  made  a  fine  appearance  and  told  a  beautiful  story,  but 
the  inspector  found  he  was  only  a  squ.atter.    There  arc  count- 
less variations  to  the  poor  moral  risk  theme. 

One  of  the  m.ost  difficult  cases  is  that  of  the  man  vjho 
is  thoroughly  honest  but  who  is  not  a  good  operator,  the 
man  who  works  hard  and  long  but  dees  not  have  the  knack  of 
growing  onions,  chickens,  cov/s,  or  vhatcvcr  else  he  may  be   ■, 
striving  to  raise,    Kc  will  probably  repay  the  loan  but  havO' 
nothing  left  for  himself  and  the  loan  will  not  have  been  a 
benefit  to  him. 

When  the  applicant  is  known  to  some  m.em.ber  of  the  Loan 
Committee  or  the  Secretary- Threaurer  it  is  m_uch  easier  to 
reach  o.  logical  decision.    In  other  cases  there  has  to  be  a 
certain  amount  of  guessworP;:,    Our  Association  has  been 
criticized  for  rejecting  a  large  nu:Tiber  of  applications  yet 
none   of  the  rejected  applications  qualify  as  safe  loans  from. 
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the  informcitlon  at  hand.   Wc  v/ish  to  avoid  working  an  injus- 
tice in  any  case  but  at  the  same  time  wc  wish  to  conserve  the 
assets  of  the  Association  and  thus  ensure  its  permanency. 
The  committee  is  guided  solely  hy  v/hat  it  believes  to  bo  the 
best  interest  of  the  Association, 

The  handling  of  rejections  is  a  real  problem  and  falls 
on  the   shoulders  of  the  Secretary,   No  one  likes  to  be  turned 
dovm  and  many  applicants  give  voice  to  their  re:^critm_cnt ,    I 
have  been  threatened  with  bodily  violence  and  accused  of  ro.cial 
and  religious  prejudice,    I  have  been  informed  that  the 
applicant's  Congressman  would  make  short  Virork  of  me  or  that 
prominent  acquaintances  in  the  Farm  Credit  A^imini  strati  on  v/ould 
force  our  Association  to  make  certain  loans.    Because  of  our 
nearness  to  Springfield,  many  of  the  rejected  applicants  have 
taken  their  cases  to  the  Corporation  but  no  pressure  has  ever 
been  brought  to  bear  on  the  Association  by  the  Corporation,   A 
gentleman  from  Berkshire  County  insisted  that,  by  our  action,  wc 
had  ruined  the  lives  of  his  two  sons  but  I  doubt  the  truth  of 
the  statement. 

At  present  we  are  using  a  form  letter  drawn  ^P  '^'^   ^^^   Cor- 
poration to  notify  applicants  when  their  loans  have  Tgeert  refused. 
Many  applicants  call  at  our  office  to  discuss  the  rejection. 
While  such  an  interview  maj   be  difficult,  it  is  nevertheless  a 
satisfactory  way  of  closing  the  matter  and  prevents  much  ill- 
will. 

A  third  problem  is  the  amount  of  time  involved  in  clos- 
ing loans.    The  application  must  bo  received,  inspected,  re- 
ferred to  the  Loan  Committee,  sent  to  the  Intermediate  Credit 
Bank,  and  finally  closed.    The  length,  of  time  required  for 
this  procedure  has  varied  from  lu  days  to  [|.0  days.    Experience 
has  shown  that  it  is  best  to  have  meetings  of  the  Loan  Commitee 
at  regular  Intervals,   We  now  hold  meetings  each  Monday, 
This  makes  it  possible  for  the  members    of  the  Committee  to  plan 
their  ovm  work  so  as  to  be  present  quite  regularly.    It  also 
makes  a  fairly  even  flov;  of  applications  and  tends  to  prevent 
peaks  and  valleys  of  work,    A  meeting  every  two  vreeks  would 
save  expense  but  woiild  not  provide  good  ccrvico  to  the  borrov/cr. 
At  certain  times  of  the  year  this  latter  schedule  may  have  to 
bo  resorted  to  however,    Wc  have  received  excellent  inspec- 
tion service  from  the  Field  Department  and  feel  that  the  time 
taken  up  by  this  phase  has  been  kept  at  a  minimujii.    The 
Intermediate  Credit  Banlc  has  reviewed  applications  prom.ptly 
and  very  little  time  has  been  used  up  on  this  phase.   When 
we  are  ready  to  close  the  loan,  several  delays  creep  in  and 
most  of  these  delays  arc  caused  by  the  borrower.    All  closing 
papers  are  made  out  at  the  office  of  the  Association  and  85^ 
of  our  borrowers  have  preferred  to  call  at  the  office  rather  than 
have  their  loans  closed  by  mall,    I'Vh.en  wc  have  delivered  the 
closing  papers  to  the  borrower  we  are  dependent  upon  his  activity 
for  the  final  closing.    There  are  several  causes  for  borrowers' 
delay.    The  Bank  which  is  to  sign  a  waiver  may  be  closed, 
the  Tovfli  Clerk  has  gone  fishing,  a  subordination  must  be  ob- 
tained from  someone  at  a  distance,  and  last  of  all  the  borrower 
may  decide  to  return  the  papers  in  person  and  may  vmit  for  a 


rainy  day  bcfor»»-  doing  so.    In  a  dry  year  this  last  factor 
v;ould  be  dlsast^t^us.    Many  farmers  knowing;;  that  tliey  at  la£:t 
may  get  their  money  are  no  longer  in  a  rush, 

Dirccti.y  connected  v/ith  the  time  factor  is  the  problem 
of  getting  legal  papers  properly  signed  raid  recorded,    •.I/hen 
closing  papers  arc  delivered  to  a  borrower,  careful  Instructions 
are  given  but  we  have  many  cases  vi   hen  the  Instructions  are  not 
followed.   There  are  two  common  errors,  namely:   failure  to 
have  both  signatures  to  a  note  wltnoss-ed   and  failure  to  have 
the  signature  or  signatures  to  a  mortgage  acknowledged.    Return- 
ing papers  for  completing  is  bound  to  cause  a  delay  of  several 
days.    In  a  few  cases  the  Town  Clerk  has  failed  to  note  the 
time  of  recording  the  mortgage  or  has  failed  to  fill  out  the 
Certificate  of  Search  correctly.    As  the  Town  Clerks  become 
more  familiar  with  our  system  we  are  siire  that  many  errors  vail 
be  eliminated.    We  notice  that  many  people  are  careless  about 
having  personal  property  mortgages  discharged  even  though  the 
note  secured  by  the  m.ortgage  has  been  paid  for  a  long  tir.'O, 

The  e>:pense  of  running  o.n  Association  is  a  bothersome 
problem.   From  beginning  to  end  a  large  amoimt  of  work  is  re- 
quired on  each  application.    We  have  found  that  best  results 
are  obtained  v/hen  the  application  is  filled  out  In  our  office 
by  a  person  familiar  vdth  the  application,  with  agriculture  and 
with  human  nature.    The  time  required  varies  from  one  to  two 
hours,    Oji  the  15th  of  this  month  I  vrorked  on  an  applisatloji 
from  1:15   to  [4.0 'clock  and  then  the  applicant  went  home  for 
a  few  more  figures.   The  applicant  w  as  having  an  afternoon 
off  and  would  not  stick  to  business  and  ingenuity  was  required 
to  limit  him  to  2  JA-  hours.    The  lack  of  farm  accounts 
slov;s  up  the  work  of  making  an  application.    During  the  spring 
rush,  we  had  one  man  full  time  and  another  part  time  v/orklng 
on  applications.    On  some  days  these  men  wore  driven  and  on 
other  days  they  were  not,  but  the  Association  went  to  consider- 
able expense  to  take  care  of  borrowers  when   they  were  ready 
to  file  applications.    The  rejected  applications  arc  of  as  much 
expense  as  those  approved,  but  the  former  cannot  pay  for  them- 
selves.   The  closing  of  loans  not  only  requires  time  but  often 
involves  some  travel  expense. 

At  present  we  are  making  loans  to  refinance  loans  made 
by  the  Regional  Agricultural  Credit  Corporation  on  crops  of 
1952  tobacco  v/hlch  are  in  storage  In  various  warehouses. 
These  loans  arc  complicated.    In  filling  out  the  application 
it  is  necessary  to  compute  the  interest  vAilch  will  be  due  on 
a  probable  closing  date.   We  must  ascertain  the  cost  of  insur- 
ance and  include  that  in  the  loan,    ViOaen  the  application  is 
sent  for  inspection  it  must  be  accompanied  by  a  sheet  showing 
the  number,  net  weight,  and  grade  of  each  case  of  tobacco 
offered  as  security.    This  sheet  Is  often  a  formidable  document. 

The  mortgage  in  turn  must  show  a  co-ipletc  list  of  the  tobacco 
in  question.    The  mortgage  and  note  arc  signed  and  the  borrower 
deposits  a  svm.   to  cover  the  cost  of  recording.    Then  the  fun 
begins.    We  go  to  the  warehouse  In  v;hlch  the  tobacco  Is  stored 
and  ask  the  v/archouseman  to  certify  that  there  arc  no  attach- 
ments or  liens  other  than  those  shown  on  the  Certificate  of 
Search,    Then  we  proceed  to  the  Clerk  in  the  borrov/cr's  tovm 
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and.  record  the  following  papers:   a  dlscliargc  of  the  Regional 
Agrictiltural  Credit  Corporation  mortgage,  subordination  agree- 
ments from  other  luortgagcos.  If  any,  and  our  ov/n  mortgage.. 
The  recording  of  these  papers  is  noted  on  the  Certificate  of 
Search  and  a  bill  is  received  from  the  Clerk,    Then  xjc   return 
to  the  warehouse,  take  possession  of  the  tobacco  and  notify 
the  warehouseman  of  the  filing  of  our  lien.    In  some  cases 
the  tovm  in  which  the  tobacco  is  located  and  the  town  in  which 
the  borrower  resides  are  twenty  miles  apart- •    If  either  the 
warehousem.an  or  the  Town  Clerk  has  gone  fishing  when  we  call 
v/e  are  going  to  feel  bad.    If  the  loan  is  small,  from  0l5O» 
to  -^300,  as  most  of  them  arc,  it  v/ould  appear  that  the 
Association  might  lose  money  due  to  the  extra  expense.    Wo  plan 
to  close  several  loans  at  once  in  order  to  keep  the  expense 
down.    It  is  possible  to  cut  corners  in  this  procedure  but 
if  by  so  doing  v/c  fa.ilGd  to  establish  a  first  claim  on  one  loan 
an  attachment  undetected  might  leave  us  on  the  small  end 
v/hen  the  crop  was  sold. 

The  expense  for  inspection  service,  rent,  supplies,  etc, 
is  quite  definite.  Clerical  help  v/ill  be  a  variable  expense 
but  cannot  be  reduced  below  the  amoiont  required  for  a  mininum 
clerical  force.  We  have  a  bookkeeper  and  stenographer  and 
manage  to  keep  them  busy  with  little  exception.  We  can  only 
hope  to  meet  our  expenses  by  doing  a  large  volume  of  business 
and  the  largo  volume  may  com.o  slowly  if  we  continue  to  make 
only  those  loans  which  appear  safe. 


The  discussion  of  this  subject"  was  cdntintieu  oy  P,  L, 
Putnare,  Extension  Economist  in  Farm  Management,  Connecticut 
State  College, 

A  large  part  of  the  short-term  credit  used  by  farmers  in 
the  northeastern  states  in  the  past,  and  I  dare  say  at  present, 
is  furnished  by  merchants  and  dealers.    Credit  studies  that 
have  been  made  indicate  thisfact,  and  also  that  it  is  expen- 
sive credit,  frequently  costing  tv/o  to  five  times  as  much  as 
credit  furnished  by  banks  or  production  credit  associations, 
A  greater  evil  or  dissadvantage  of  merchant  and  store  credit 
other  than  its  high  cost  is  that  it  has  been  responsible  for 
many  unwise  business  and  management  decisions  on  the  part  of 
many  farmers.    Of  the  many  credit  problems  the  wise  use  of  this 
form  of  credit  is  one  of  the  most  difficult. 

Much  of  the  merchant  credit  extended  to  deserving  borrowers 
has  been  necessary  because  of  lack  of  other  adequate  sources 
of  short-term,  credit.    Some  local  banks  have  handled  the  farmer, 
needs  for  short-terra  credit,  and  have  done  it  well,  but  the 
financial  situation  of  recent  years  has  made  it  more  difficult 
for  farmers  to  secure  this  form  of  credit  from  this  source, 
A  large  number  of  banks  in  the  past  have  loaned  money  to  farmers 
for  short-term  credit  on  the  basis  of  the  farmers'  present 
assets  rather  than  on  potential  or  future  earnings.    This  is 
a  mistaken  credit  policy.    Good  assets  of  many  farmers  dwindled 
to  nothing  and  many  of  these  loans  proved  disastrous  to  both 
farm.ers  and  banlcers.    This  was  true  oven  before  the  depression. 
Short-torm  credit  is  a  dangerous  tool  If  not  used  rightly. 


The  inadequacy  of  short-tcrin  credit  sources  has  long  been 
recognized.    The  establlshmGnt  of  the  Federal  Intcrncdlate  Credit 
banks  in  I925   was  an  attempt  to  relievo  this  situation,  but  short 
tern  credit  from  this  source  was  not  used  to  any  extent  until  re- 
cently.   In  order  for  the  Federal  Intermediate  Credit  bank  to 
discount  notes  of  farmers  through  agricultural  credit  corpora- 
tions. It  was  necessary  for  such  associations  to  raise  a  ninimum 
of  '1^^10,000  locally  for  capital  stock.   The  result  was  that  few 
creciit  corporations  were  organized  in  the  northeastern  states, 
Wc  have  had  only  one  such  association  in  Connecticut  serving 
about  a  dozen  farmers.    The  federal  Farm  Credit  Act   of  1955    * 
v/hlch  established  in  each  land  bank  district  a  production  credit 
corporation  (the  v/orklng  of  which  Mr,  Porbush  has  explained)  has 
solved  to  a  large  extent  the  problem  of  making  available  an 
adequate  source  of  short-term  credit.   We  now  have  o.n  agency 
whoso  business  is  to  supply  farr.iors  with  their  short-term  credit 
needs.    Short-term  credit  should,  and  I  believe  will,  be  given 
by  this  orgarJ-zation  on  a  sound  basis  that  v/ill  meet  the  needs  of 
farmers.    The  purpose  of  Production  Credit  Associations  is  not  . 
to  give  more  credit,  but  to  give  better  credit.    The  first  and 
essential  step  in  replacing  a  costly  and  luisatisf actory  form  of 
short-term  credit  used  by  a  large  number  of  farmers  hcis  been 
accomplished.    Many  farr.iors  have  taken  advantage  of  production 
credit  associations  to  moot  their  credit  needsj   5257  loans  wore 
closed  during  the  period  January  1,  195^  to  June  %    195^>  ^'^ 
the  Eorthoastcrn  district. 

Some  farmers  who  use  merchant  credit  do  so  because  it  is 
easily  obtained.    Little  or  no  effort  is  required  to  secure  it. 
The  credit  is  offered  to  them  and  they  accept  it  v;ithout  realiz- 
ing its  cost.    Others  use  it  because  they  are  unable  to  get 
credit  at  a  bank  or  through  production  credit  associations,  and 
they  give  little  thought  on  how  It  is  to  be  repaid.    Their 
financial  condition  and  prospective  earnings  are  such  that  short- 
term  credit  on  a  business  basis  cannot  bo  given  them.   Thus  we 
have  tv/o  groups  that  use  merchant  credit:   those  who  can  use  a 
more  satisfactory  formi  of  credit  but  just  don' t,  and  those  v^ho 
are  uiiable  to  get  any  other  type  of  credit.    The  credit  prob   - 
lems  of  these  two  groups  are  different. 

The  group  who  use  merchant  credit,  although  they  are  in  a 
position  to  use  a  m.orc  satisfactory  form,  do  this  because  they 
are  afraid  to  use  bank  or  Production  Credit  Association  credit, 
because  they  lack  the  effort  needed  to  secure  better  credit, 
or  because  they  fail  to  recognize  the  extra  cost  of  merchant 
credit,    IVIany  farmers  undervalue  the  Importance  of  the  saving 
that  can  be  made  if  their  credit  needs  were  handled  on  a  more 
business-like  basis.    Possibly  such  a  saving  appears  Insignifi- 
cant in  comparison  v/ith  the  large  items  of  expense  that  are  en- 
countered in  farm  operation.    Merchant  or  store  credit  cost  may 
consist  of  tliree  things:   (1)  interest,  (2)   insurance  and  risk, 
and  (5)  a  higher  pricts  for  goods  bought  on  credit. 

For  this  group  an  educational  program  is  needed,  shovd.ng 
the  cost  of  merchant  credit,  and  why  this  form  of  credit  is  ex- 
pensive to  the  farm.ers.   We  have  the  machinery  (production 
credit  associations)  to  supply  such  farmiors  with  adequate  credit, 
and  the  Production  Credit  Corporation  of  Springfield  has  made 
considerable  effort  to  inform  farmers  In  regard  to  the  purpose 
of  this  credit  and  how  they  can  secure  it.    Failure  of  far^ners 
to  take  advantage  of  the  saving  that  can  be  made  by  replacing 
merchant  credit  is  a  serious  farm  management  problem. 
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i_ae  only  available  source  of  sh.ort;-tcrin  credit' for  some 
farinors,  due  to  poor  financial  situation  and  prospective  earn- 
ings, is  merchant  credit.    The  problcns  of  such  men  r.iust  be 
recognized  and  met.   Recently  a  grain  dealer  in  Connectlciit 
asked  nc  to  sto'o  in  his  office,  and  ho  pave  me  stateiiicnts  of 
11  fanners  whose  accoLints  totaled  ..23^776  or  an  average  of 
^2,161  per  farm.    The  grain  bill  on  these  farms  ranged  from 
O778  to  %^\\\.(i ,        It  is  certain  that  under  the  present  situation 
no  bank  or  production  credit  association  could  or  should  ox~ 
tend  short-term  credit  to  cjriy  of  these  men,    I  visited  these 
11  men,  secured  a  financial  statement  on  each  farm,  and  made 
an  analysis  of  the  farm^  business.    The  object  of   these  visits 
v/as  to  determine  whether  this  merchant  credit  could  bo  liquidated 
and  vdicther  the  farm  business  v/as  such  that  the  debt  could  be 
connected  to  some  form  of  long-term  credit,  and  if  so  how  It 
could  bo  done.    My  approach,  irTas  that  the  grain  dealer  v/anted 
and  needed  this  money  ovzed: 'him.,  and  also  that  the  farm.crs  wore 
paying  02  more  per  ton  for  grain  than  those  buying  from  the 
same  dealer  for  cash.    Interest  v/as  charged  at  6/0  on  each  ac- 
count compounded  m.onthly.    These  men  were  pretty  v/ell  tied  u.p 
to  buy  grain  from   this  dealer  regardless  of  v/hether  or  not 
they  could  have  purchased  it  from  another  dealer  at  a  lov/er 
price. 

An  analysis  of  prospective  earnings  and  the  financial  situa- 
tion of  these  11  farmers  shov/ed  that  five  of  them  could  do  littl- 
if  anything  in  refinancing  their  debts.    The  reason  those 
five  men  had  contracted  such  large  grain  bills  v/as  that  they 
had  a.  poor  farm  organization  or  employed  inefficient  methods 
in  the  operation  of  the  farm  business.    Earnings  over  a  con- 
siderable number  of  years  v/ore  not  sufficient  to  pay  operating, 
living  and  personal  expenses.    Practically  the  only  knowledge 
the  grain  dealer  had  of  the  farm  business  or  financial  situa- 
tion of  these  fari.'icrs  v/as  that  four  v/cre  dairyv.ien  and  the 
other  a  poultryman.    No  organization  in  the  farm  credit  business 
v/ould  have  continued  to  give  credit  to  these  m.cn.    The  credit 
extended  had  enabled  them,  to  operate  their  business  incfficien.t- 
ly  over  a  long  period  of  time,  and  they  had  finally  reached  a 
hopeless  situation.    There  are  m.any  farmers  in  similar  circum- 
stances and  v/hilc  there  is  not  much  that  can  be  done  to  help 
such  men,  every  effort  should  be  made  to  prevent  others  from 
falling  into  similar  situations,    I  reported  to  the  grain  deal- 
ers that  accounts  on  these  five  farms,  totaling  over  ;j1Il,000 
weren't  v/orth  a  depression  dollar. 

The  reasons  v/hy  these  six  other  men  were  carrying  such 
large  grain  bills  is  significant  in  an  examination  of  our  credit 
problem.s.    One  man  lost  his  entire  herd  v/ith  mastitis.   He 
had  replaced  it  and  ov/od  practically  nothing  else  except 
a  .''^2900  grain  bill.    He  hr.d  financed  buying  a  nev/  herd  v/ith 
grain  credit,   ;.nothcr  had  serious  illness  in  the  fam.lly,  and 
doctor   and  hospital  bills  were  paid  v/ith  money  that  should 
have  gone  to  pay  the  grain  bill.    Both  these  men  could  and 
should  have  financed  these  obligations  v/ith  long-term  credit, 
instead  of  expensive  riorchant  credit.    Permanent  improvements 
of  various  sorts  v/erc  made,  several  tractors  were  bought,  and 
in  some  cases  many  sorts  of  unwise  investments  v/cre  made  that 
probably  v/ould  have  been  avoided  if  they  had  not  used  m.orchant 
credit   to  finance  them,   Hov/ever,  prospective  earnings  and 


fintuicial   condition  on  those  six  farris  aro  such  that  their 
debts  could  he  refinanced  on  a  long-tlric  hasis.    The  free 
extension  of  ncrchant  credit  to  these  farncrs  has  created  a 
serious  prohlon  and  an  iraaedlate  reorganization  of  finances 
is  essential. 

The  short-tern  credit  needs  of  farncrs  in  the  northeastern 
states  vary  depending  on  the  typo  of  "business  conducted. 
There  is  a  definite  need  for  use  of  short-torn  credit  on  crop 
and  fruit  f arris.    Inconc  fron  si.;ch  enterprises  is  secured 
during  a  relativcljr  short  period  of  the  year.    Production 
expenses  such  as  seed,  fertilizer,  spray  natcrial,  narkcting 
containers,  storage,  and  labor  need  to  be  financed  by  sone 
fern  of  short-tcrn  credit,   L   large  part  of  our  short-torn 
locjis  should  be  nadc  in  areas  of  specialized  crop  production. 
Of  total  loans  nado  by  production  credit  associations  during 
this  year  36  percent  have  been  nade  in  Aroostock  County  , 
Maine . 

There  is  nuch  less  need  for  short-term  loons  on  dairy  and 
poultry  farms,   Hov/ever,  both  dairy  and  poultrytnen  have  certain 
important  uses  for  short-tern  loans.    The  purpose  for  which 
s\ich  a  form  of  credit  is  used,  and  perhaps  more  inportpjit  still, 
the  purpose  for  which  short-tern  credit  shoiild  not  be  used  by 
dairymen  and  poultrjTicn  arc  essential  considerations. 

Grain  is  the  largest  single  cash  expense  on  dairy  farm.s 
in  the  northeastern  states.    In  Connecticut,  as  shov/n  by  account 
book  records,  grain  constitutes  abciit  35pcr  cent  of  total  cash 
expenses.    Data  In  other  states  in  southern  New  England  and  New 
York  indicate  that  this  figure  is  nornal.    One  of  the  largest 
uses  of  short- tern  credit  by  dairymen  is  for  purchase  of  grain, 
Tlic  purchase  of  grain  is  one  of  the  things  for  which  short- tern 
credit  or  raiy  other  form  of  credit  should  not  be  used.    In 
most  of  the  states  of  the  northeast,  it  is  a  fairly  regular 
monthly  purchase,  decreasing  somewhat  in  the  spring  and  early 
summer.    The  returns  from  use  of  grain  are  imjnediate,  and  if 
paymicnts  cannot  be  met  at  the  time  of  purchase,  they  cannot 
be  Tiot  after  the  milk  checl:  is  spent.   Labor  is  another  po.y- 
m.ent  for  \*iich  credit  should  not  be  used. 

The  purphase  of  corimercial  fertilizer  by  dairymen  should 
bo  snail  unless  the  dairy  is  supplcncnted  by  cash  crops. 
The  use  of  short-term  credit  for  fertilizer  should  also  be 
lim.ited  to  diversified  farms.    The  use  of  liriic  in  recent  years 
has  increased;   the  returns  from  its  use  are  not  immediate,  and 
the  use  of  short-term  credit  for  its  purchase  is  j^ustif icd  • 

A  considerable  oxiount  of  testing  for  the  eradication  of 
bovine  tuberculosis  is  likely  to  be  continued  in  the  north- 
cast  states.   Should  the  replaccm.cnt  of  cov/s  be  financed  by 
short-tern,  or  long-term  credit?    The  ansv;er  to  this  question 
depends  upon  the  individual  situation,  but  in  most  instances 
it  is  my  opinion  that  this  is  onQ   important  need  for  short  term 
credit  by  dairymen.    The  financial  loss  to  farmers  is  not  great 
due   to  salvage  received  from  State  and  Federal  Governments 
unless  a  largo  percentage  of  the  herd  is  condemned.    It  is 
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some  time  before  this  salvage  noney  is  received.    Many  farmei?s 
replace  cov/s  by  the  use  of  dealer  credit,  and  from  my  observa- 
tion this  is  a  very  e::pcn3lvc  forra  of  credit,    Parracrs  buying 
cows  in  this  v/ay  pay  a  much  higher  price  than  those  v/ho  pay  cash. 
Such  credit  must  be  supplied  very  quickly  because  the  greatest   i 
financial  loss  to  farmers  who  lose  cov;s  from  testing  comes  v/hen 
they  are  not  replaced  immediately.    Farm  account  books  in 
Connecticut  show  that  the  loss  in  the  milk  check  is  much  more 
serious  than  the  loss  in  replacing  cov/s.    Practically  all  farm 
expenses  except  grain  remain  the  same,  and  v/ith  no  income  for 
a  short  time  a  serious  situation  results.    Farmers  must  act 
fast,  and  if  adequate  credit  is  supplied  it  must  be  done  v/ith- 
out  delay.   The  Production  Credit  Corporation  of  Springfield 
realizeo  this  problem,  and  is  supplying  credit  ir.miediately  to 
farm.ers  provided  arrangements  are  made  to  turn  their  salvage 
checks  over  to  credit  associa.tions.    Possibly  in  some  cases 
where  a  large  nujnber  of  cows  are  lost  by  the  test  the  financ- 
ing should  be  m.adc  on  a  longer  term  basis. 

There  is  a  definite  need  for  short-term  credit  by  poultry- 
men.    Farm,  accomit  book  records  on  35  Connecticut  commercial 
poultry  farms  during  1955  shov/  that  cash  earnings,  the  differ- 
ence between  cash  receipts  and  cash  expenses,  averaged  ',?85l[.. 
Cash  expenses  were  greater  than  cash  receipts  on  these  farm.s 
during  the  m_onths  of  April  and' May,    Also,  during  the  months 
of  July,  August,  and  September,  the  margin  of  cash  receipts 
over  cash  expenses  v/as  very  small.    The  reason  for  this  is 
that  during  these  months  poultrymxn  are  growing  young  stock, 
and  the  size  of  their  laying  flock  is  small  compared  v/ith 
the  flock  during  the  months  of  November,  December, and  January, 
The  largest  earnings  v/ere  secured  during  the  months  of  October, 
November,  December,  January,  and  February,    Credit  extended 
for  purchase  of  baby  chicks  and  grain  for  growing  young  stock 
is  warranted. 

Short-term  credit  should  be  self-liquidating.   The  enter- 
prise that  does  not  earn  enough  to  liquidate  its  indebtedness 
will  ultimately  fail.    Bad  m.anagement  in  the  use  of  credit 
has  ruined  many  farmers.    The  lack  of  an  adequate  credit 
source  has  been  responsible  for  m.any  unwise  business  and  manage- 
ment decisions  on  the  part  of  many  farmers.    Those  who  buj^- 
supplies,  machinery,  or  fertilizer  on  time  are  being  financed 
in  a  very  expensive  way,    A  greater  use  of  banks  or  production 
credit  o.S30ciations  does  not  mean  more  credit  but  better 
credit  from  the  right  sources.   The  passage  of  the  Federal 
Farm  Credit  Act- of  1955  offers  an  opportunity  to  develop  a 
sound  program  in  the  use  of  credit. 

Many  farmers  are  in  a  serious  prcdicar.icnt  due  to  failure 
to  understand  the  proper  use  of  credit,    Som.e  faririers  are  . 
beyond  help,  but  m.any  more  could  be  rescued  and  still  more 
could  be  prevented  from  being  bogged  in  a  financial  swamp. 
Clearly  an  im.portant  part  of  every  extension  program  at  the 
present  tlm.c  should  be  to  teach  farmers  the  essential  facts 
in  regard  to  sources  and  the  proper  use  of  credit. 


Tho  discussion  of  this  subject  was  continued  by  Mr,  Buckingham 

I  think  that  there  Is  a  matter  in  connection  v/lth  this 
that  possibly  did  not  have  special  attention  called  to  it,  and 
that  is,  as  I  understand  it,  that  v;hllc  the  Federal  Government 
is  loaning  the  money  to  start,  it  is  expected  that  through  tho 
earnings  and  the  setting  aside  of  the  surplus,  the  tine  will 
come  virhcn  the  bank  vail  be  an  absolutely  cooperative  farmers' 
bo-nk,  simply  borrowing  money  through  the  imraodiate  credit  on 
tho  credit  furnished  by  the  organigatlon  itself. 

The  discussion  of  this  subject  was  continued  by  Dr.  L.    F,  Ca.ncc. 

I  v/ould  like  to  take  up  the  cooperative  angle  of  tho 
credit  organizations,    I  think  v/c  had  some  very  fine  speakers 
this  afternoon  and  I  would  especially  believe  what  Mr,  Putnam 
had  to  say  about  analysis  of  credit  and  its  uses.    All  of 
those  things  that  ho  spoko  about  have  been  thought  out  by  cer- 
tain groups  of  cooperative  banks  that  have  been  established 
for  a  long  time  in  other  countries  of  the  v/orld:.    They  found 
those  tilings  out  because  they  did  their  ovm  loaning  and  their 
own  borrov/lng;   that  is  to  say,  these  credit  organizations 
as  they  were  founded  in  Europe  were  founded  in  the  first  place 
on  the  need  for  a  loan  for  some  production  purpose.    Second,  ■ 
no  loan  was  m.ade  whatsoever  to  a  man  v/ho  V7a.3  a  drunkard.  Third, 
he  had  to  shov;  what  he  was  going  to  do  mth  the  loan  and  just 
how  he  v/as  going  to  pay  it.   Fourth,  ovory  loan  that  was  made 
by  the  organization  was  made  by  all  members  and  every  member 
of  the  organization  was  responsible  for  the  pi'.yment  of  every 
loan.    The  mcm.bors  all  had  a  financial  responsibility  for 
every  loa.n  that  was  made,    I  remember  the  man  v/ho  organized 
things  in  Italy,    Ho  got  up  to  make  a  speech  and  couldn't 
speak  English,   He  didn't  get  all  his  v/ords  right.   He  said 
"Now,  if  we  had  100  men  who  made  loans  to  one  man,  then  there 
would  be  100  spies  on  that  man."   Well  the  word  spy  didn't 
sound  just  exactly  right  biat  the  idea  was  perfectly  good  from 
a  Latin  point  of  view.    The  com3Tiltteo  got  together   and 
three  of  the  meetings,  by  the  way,  were  held  in  the  ante-rooms 
of  churches.    One  other  thing  that  they  do  and  one  other  thing 
that  I  think  is  very  essential  is  that  they  get  the  money  from 
these  loans  in  the  community.    There  are  65>  of  the  people  v/ho 
have  no  loans  but  they  have  money  to  loan.    If  they  get  the 
money  from  them  and  little  tov/n  banks,  like  our  mutual  savings 
association,  tho  coircnunity  has  money  flowing  in  and  out  and 
each  community  is  self-supporting, 

Mr,  Forbush: 

I  can't  help",  but  agree  with  v/hat  Dr.  Cance  said,    I  did 
not  make  clear  in  my  talk  tjiat  these  organizations  are  capital- 
ized in  tv/o  forms:   first,  A  stock,  held  by  the  cooperative,  and 
B  stock,  held  by  each  individual  borrov/er.   As  the  business 
increases,  it  is  the  ultimate  expectation  that  the  A  stock 
will  be  acquired  by  the  borrowers  themselves,  so  that  we  are 
heading  toward  a  real  cooperative  system.,   V/ith  the  Federal 
La>.nd  Bank,  up  -until  last  year,  96/'o  of  the  stock  was  held  by  the 
farmers  themselves. 


The  next  subject  to  be  taken  up  v/as:   "  An  Educational 
Program  in  the  Field  of  Parn  Credit,"   "New  York's  Program" 
ViTrs  outlined  by  T.i,  C,  Bond,  Extension  Professor  of  Marketing, 
Cornell  University, 

"-;n  educatio"n:x  program  in  the 
field  of  farm  credit" 

The  first  step  in  preparing  an  educational  prograri  is  to 
outline  the  situation.    If  this  v;ork  is  carefully  done  and  the 
situation  thoroughly  discussed  with  leading  farriers  the  out- 
standing problems  will  be  brought  definitely  into  the  fore- 
ground and  a  progrcj;i  can  then  be  built  which  will  deal  pertinent- 
ly with  the  major  issues  of  farm  credit. 

Since  this  discussion  deals  with  an  educational  program 
for  farm  credit  in  New  York  State,  lot  us  briefly  review  the 
a:^ailable  facts  that  may  be  used  as  a  basis  for  such  a  program. 
Lot  us  divide  these  facts  into  two  categories,  one  dealing 
v/ith  the  short-time  credit  problems  of  farmers  and  the  other 
v/ith  the  long-tine  credit  situation, 

Short-Time  Credit 

The  need  for  short-time  credit  can  best  be  determined  by 
a  careful  study  of  the  v;ay  farmers  finance  their  business  in 
connection  with  current  expenditures.    Studies  of  short-tine 
credit  on  farms  and  of  credit  costs  at  stores  v/cre  "made  in  192I 
and  1922  by  Dr,  W,  I,  Myers  and  Dr,  Leland  Spencer,    Similar 
studies  were  made  in  1931  by  G.  W,  Hedlund  and  0,  PI,  Maughan, 
These  studies  showed  that   about  four-fiftiis  of  the  annual 
expenses  v/ere  paid  for  by  cash.   About  I6  percent  of  the  outlays 
were  charged  on  book  accounts  and  the  remaining  5  Pcr  cent  v.-ere 
financed  by  notes. 

Cash  was  used  to  pay  for  a  very  large  proportion  of  such 
expenditures  as  the  hiring  of  labor,  the  upkeep  of  the 
automobile,  the  purchase  of  clothing,  and  other  personal  ex- 
pense,   A  considerable  proportion  of  the  expenditure  for  pur- 
chase of  no\7   machinery  and  livestock  and  the  purchase  of 
autom.obilcs  was  covered  by  notes.   From,  one-fifth  to  twO- 
flfthsof  the  expenditures  for  miscellaneous  farm,  expense,  silo 
filling,  baling  and  threshing,  the  purchase  of  food  for  live- 
stock, and  of  fertilizer,  lime  and  seed,  was  charged  on  book 
accounts.    More  than  10  per  cent  of  the  expenditure  for  now 
machinery,  nev/  buildings  and  repairs,  fencing  and  twine, 
machinery  repairs,  new  automobiles,  and  groceries,  was  a.lso 
charged  on  book  accounts,  table  1, 


T.-.BLE  1« 

HOW  P;.RM  EXPENSES  IJTERE  PII-IANCED 
l\!^G   Nov;  York  farms  -  1951 


Per  cent  of  annual  oxitlcj 
Cash       Isocount     Note 


Peed             -•  ,  •          65  36         1 

Fertilizer,  lime,  seed  60  59         1 

New  nacliincry  56  12  52 

Livestock  purchased  79  h  1? 

Labor  99  1  - 

Silo  filling,,  baling,  threshing    70  50  - 

Building  materials  78  li|         8 

Poncing p  twine  85  16         1 

Horse  shoeing,  machinery  repairs   88  12  •- 

Other  farm  expenses  7^  21).  - 

New  auto  72  ik  lij. 

Auto  upkeep  92  8  - 

Groceries  88    "  12  - 

Clothing  98  2  - 

Other  personal  expenses  96  I).  - 

All  expenditures  81  16         3 


Of  the  short-tine  credit  obtained  by  Nov/  York  farm.crs, 
about  two-thirds  v/as  merchant  credit,  about  one-fifth  notes  to 
banks,  and  the  remaining  10  per  cent  notes  to  others. 
Merchant  credit,  therefore,  is  a  very  important  factor  In  the 
short-tine  credit  of  farmers,  table  2, 

TABLE  2. 

SOURCES  OP  SHORT-TERM  P..RM  CREDIT 
%f^?^    New  York  farms,  195O-5I 


i'j'.iount  per        Per  cent 
farmer  of  total 


Merchants  .^^Ix^i-^  ^22  67.7 

Notes  to  banks  '1J4.8.8S  21,8 

Notes  to  others  71.81+  10. 5 


All  sources  )683,91  100,0 


c. 
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x'.n  analysis  of  the  total  sales  and  credit  sales  of  51I 
stores  in  1951-52  shov/ed  that  of  the  total  sales  by  autoriobilo 
sales  agencies  about  50  per  cent  was  for  cash  and  the  rcnalD— 
der  in  some  form  of  credit.    More  than  50  pcr  cent  of  the 
sales  of  hardware  stores,  implements,  gas  and  oil,  farm 
supplies,  cattle  by  cattle  dealers,  and  feed  for  livestock  were 
credit  sales.    For  all  of  these  agencies  the  credit  sales 
were  a  very  important  factor  in  the  total  volurae  of  business, 
table  5» 


TABLE  5. 


tot;.l  and  credit  s:.les,  1951-52 

511  stores 


Per  cent 

credit 

Automobile  sales 

50 

Peed 

65 

Cattle  dealer 

69 

Farm  supply 

59 

Gas  and  oil 

61 

Implement 

65 

Hardware 

bk 

Repair  garages 

ko 

Grocery-general 

hi 

$60,000 


.;?120,000 


t;.bi£  J4.. 


COST  OF  gr;-kting  store  credit 

62   Feed-Supply  Stores,    I95I-52 


Cost   to    extend 
!j|515,663   for    one   year 


Costs  as 
Annual  rates 


Interest  Cost; 

Average  am.ount  of  open  book 

accounts  ^i;9,515 

Notes  held  at  the  store  1*814.9 
Notes  discounted  at  the  bank  2,259 
Notes  given  to  finance 

companies  Ij.5 


Total  receivables 


,15,668 


^ 


TABLE  k.   (Continued) 


Interest  cost  at 


Cost 

:;i5,668 


to  e::tend. 
for  one  year 

.  820 


Costs  as 
annual  rates 

6,0 


Accountlnn;  costs: 


Dealer's  time 

180 

hrs , 

',106 

Family  help 

i^2 

hrs. 

18 

Hired  bookkeeper 

297 

hrs , 

127 

Materials 

19 

Total  accounting  expense 

Collection  costs; 

Dealer'  time    206  hrs. 
Other  time        7  hrs. 
Travel  expense   68k  miles 
Clerical  expense  5°  hrs. 
Postage  and  stationery 
Fees  of  professional 

collectors 
Legal  fees 

Fees  for  filing  chattel 
mortgages 
Total  collection  expense 

Bad  debt  expense 

Total  expense  for  credit 


270 


2.0 


;^111 

i 

57 

9 

20 

1 

266 

i'9 

30k 

2.2 

$1,660 


12,1 


These  figures  provide  a  basis  for  determining  the  amoiuit 
of  cash  discount  that  should  be  offered  to  farmers  who  are  v/ill- 
ing  to  pay  cash  and  if  necessary  obtain  credit  at  the  bank. 
Since  these  credit  sales  did  not  run  for  a  year  the  cash  dis- 
count is  not  12  per  cont  but  is  a  percentage  based  upon  the 
length  of  time  the  credit  charges  run.    This  varies  with 
different  types  of  farming  and  with  the  seasonal  condition 
of  the  business.    Usually  from  J4.  to  5  psr  cent  is  the  cash 
discount  wB.lch  is  offered  to  farmers  who  are  in  a  position 
to  pay  cash  for  their  purchases  of  feed, 

A  farmer  who  is  in  a  position  to  pay  cash,  or  who  can  ob- 
tain credit  from  the  bank  should  alwajrs  insist  upon  a  cash 
discount  in  order  to  avoid  paying  a  part  of  the  cost  which  the 
store  incurs  in  extending  credit.    Store  keepers  are  usually 
advised  to  keep  the  cash  business  and  realize  that  credit 
sales  result  in  a  material  increase  in  costs.    If  a  store 
manager  ref^ises  to  offer  a  cash  discount  farmers  should  look 
elsewhere  for  the  supply  of  feed. 

The  cost  of  granting  store  credit  by  various  types  of 
stores  ranges  from  10  to  20  per  cent.    The  costs  are  likely 
to  be  larger  for  the  stores  which  make  sales  of  ir.any  small 
items.    The  amoimt  of  time  and  material  used  in  keeping  an 
account  of  the  sales  of  five  pounds  of  sugar,  a  monkey  wrench 


and  the  repair  of  a  tire  is  approximately  the  sane  as  that  for 
a  mowing  machine,  an  automobile,  or  a  cow,  but  the  aiiiount  of 
money  involved  is  greatly  different.    The  credit  costs,  ex- 
pressed as  an  annual  rate,  for  grocery  and  general  stores, 
repair  shops,  hardware  stores,  and  gasoline  and  oil  dealers 
varied  from  l6  to  20  per  cent,  whereas  the  credit  costs  for 
automobile  sales  and  cattle  dealers  were  approximately  10  per 
cent,  table  5» 

TABLE  5. 

THE  COST  OP  GRANTING  STORE  CREDIT 
511  Stores,  1931-52 


Type  of  store  Number  of        Cost  as  an 

stores  annual  rate 


Blacksmith  5  50 •! 

Grocery-general  80  20,0 

Repair  garages  12  l8,6 

Hardware  39  17»^[- 


Gas  and  oil  2ij.  lb. 3 

Farm,  supply  li-5  12,8 


Peed  62               12.1 

Im.plements  9               11  •  3 

Automobile  sales  19               10,0 

Cattle  dealers  20 9>7 

All  stores  311                12.5 


Many  merchants  are  in  no  bettor  position  to  extend  credit 
than  bankers  to  sell  feed.    The  banker  and  the  new  Farm  Credit 
Administration  facilities  arc  in  the  credit  bu.siness.    They 
should  be  and  are  in  a  position  to  provide  credit  at  a  rate 
considerably  less  than  merchants.    The  merchant  usually 
prefers  to  do  a  cash  business.    The  banker  is  in  the  business 
of  lending  money.    The  farmers  v/ill  save  money  by  obtaining 
credit  at  a  cost  of  about  6  per  cent  and  insist  upon  obtaining 
a  cash  discount  from  the  merchants, 

Long-Time  Credit, 

About  one-half  of  the  farms  in  the  northeast  are 
mortgaged.    Mortgages  are  characteristic  of  any  long  time 
business  such  as  farming.    Very  few  young  men  are  in  a 
position  to  pay  cash  for  a  farm.    Contrary  to  the  opinion  of 
some  persons  there  is  no  disgrace  in  a  farm  mortgage.    Never- 
theless, there  is  real  joy  when  the  mortgage  is  paid  off. 

In  1931*  farm  mortgages  in  Now  York  State  (a  study  of 
mortgage  credit  in  four  counties)  amounted  to  about  one-third 
of  the  owners'  evaluation  of  the  farm,  table  6,    Ulster 
County  is  a  fruit  area  in  the  Hudson  Valley,    It  is  located 


-^-2^- 
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relatively  near  to  markets  and  thus  able  to  obtain  lower  trans- 
portation costs  on  products  than  more  distant  areas.    In  this 
county  the  farm  mortgage  aanounted  to  a  little  more  tlihn  one- 
fourth  of  the  owners 'value  of  the  farm, 

TABLE   6.   PER  CENT  OP  VALUE  OF  MORTGAGED  FARMS  REPRESEl'TED  BY 

FIRST  MORTGAGES 

Genesee,  Tioga,  Seneca ' and  Ulster  Counties, July, 1951 


Number  of  Ovmcrs'  value    Present     Per  cent 
County     first   per  acre  of     mortgage   Mortgages  were 
mortgages  mortgaged  land   per  acre   of  ovmers'  value 


Genesee 
Tioga 
Seneca 
Ulster 


U 


OIOI1-.I5 
59.13 

. ,57.56 

.  Ii0$.g7 


$57.82 
21.78 
28.81 

106,16 


56.3 
36.8 

50.1 
26.0 


Four  counties 
203 


:|110.10 


S37.60 


3^^2 


Seneca  County  is  in  central  New  York  in  the  hay  and  grain 
area.    Many  of  these  farmers  have  been  slovv'  to  adjust  their 
business  to  that  of  dairy  farming  since  the  disappearance  of 
the  market  for  hay  coincident  with  the  decline  in  the  horse 
population  in  cities.    Farm  mortgages  amounted  to  approximate- 
ly one-half  of  the  owners'  evaluation  of  these  farms, 

Tioga  County  is  distinctly  an  area  of  dairy  farming, 
Genesee  County  has  diversified  agriculture,  cash  crops  such  as 
potatoes,  beans,  tomatoes,  and  cabbage,  sojuc  dairy  farming, 
some  fruit  and  some  poultry  and  winter  feeding  of  lambs. 

It  is  probable  that  farm,  mortgages  are  no  less  a  factor 
in  the  long-time  credit  on  these  farms  now  than  they  v/ere  in 
1931.    I^  fact  many  farmers  have  found  It  necessary  to  re- 
finance an  accumulation  of  short-time  obligations  by  enlarg- 
ing the  farm  mortgage.    Many  farm.ers  who  have  not  yet  re- 
financed their  business  v/ill  find  it  desirable  to  do  so  In 
order  to  work  off  the  debts  accTomulated  during  the  period  of 
exceedingly  low  farm,  prices. 

In  addition  to  the  accumulation  of  short-time  obligations, 
there  are  at  least  tv;o  important  facts  indicating  the  desira- 
bility of  a  considerable  araoimt  of  refinancing  of  long-time 
farm  credit.    One  of  these  is  shown  by  a  study  of  the  sources 
of  first  mortgage  loans.    About  57  P^r  cent  of  these  loans 
were  made  by  local  individuals,  and  an  additional  10  per  cent 
by  non-resident  individuals,  table  7*    Thus  about  67  per  cent 
of  the  first  farm  mortgage  loans  were  made  by  individuals. 
During  periods  of  generalprlce  decline,  ujicmploym.cnt  and 
business  inactivity,  many  of  these  individuals  desire  to 
collect  a  larger  portion  of  the  principal  of  their  investment. 
In  such  periods  farriers  are  not  in  as  good  a  position  to  pay 


on  the  principal  as  In  periods  of  "good  times," 


TABLE   7 . 

SOURCES  OF  FIRST  MORTGAGE  LOANS 
180  Nov;  York  Farms,  July,  I95I 


Source  Per  cent  of  first 

mortgage  credit 


Local  Individuals  56»7 

Non-resident  Individuals  10,0 

Federal  and  joint  stock  land  banks  19 '9 

Coirmierclal  banks  8,7 

Other  i4-,7 


In  1951^  federal  and  joint  stock  land  banks  v;orc  the 
source  of  about  20  per  cent  of  the  first  mortgage  loans. 
Doubtless  the  importance  of  this  source  of  mortgage  loans  has 
Increased  materially  during  the  past  year. 

About  9  per  cent  of  the  first  m_ortgage  loans  came  from 
commercial  banks.    In  general,  comj-ierclal  banks  have  not  in- 
vested heavily  in  farm  property. 

Another  important  reason  for  refinancing  the  long-time 
credit  on  farm.s  Is  the  fact  that  m.any  mortgages  vn?ltten  by 
individuals  are  for  a  period  of  five  years.   Experience  has 
shovm  that  few  if  any  farmers  are  able  to  com.plcte  the  pay- 
ments on  farms  in  so  short  a  period  of  tim.c.    Ordinarily 
such  mortgages  can  be  extended,    Hovirevcr,  during  periods 
such  as  have  been  experienced  in  the  past  four  years,  many 
persons  prefer  not  to  extend  their  m.ortgages  but  desire  to 
have  the  principal  paid  in  part  or  in  full,   A  farm  is  a  life 
tine  business  and  should  be  gradually  and  regularly  am.ortizcd 
over  a  period  of  time  adapted  to  such  a  type  of  biislness. 

In  July  of  1931^  about  50  pcr  cent  of  the  farm  Fiortgagcs 
v;ere  pasi:  due  or  payable  on  demand,  tabic  8,   Another  10  "per 
cent  v/as  coming  due  in  1931  s-i'i-d  nearly  5  pcr  cent  in  1932, 
Thus  about  tv/o-thlrds  of  the  total  air.ount  of  these  mortgages 
were  due  or  soon  to  become  duo,  an  impossible  situation  even 
under  normal  conditions  for  a.griculture,    A  demand  2.iortgagc 
is  an  extrem.oly  unsatisfactory  method  of  obtaining  long-time 
finance  for  a  farm,    A  past  due  mortgage  is  immediately 
callable.    Many  farmers  can  obtain  som.e  protection  by  getting 
a  written  extension  of  the  mortgage  which  can  be  filed  with 
the  county  or  town  clerk  at  a  relatively  small  cost.    In 
general, farm  mortgages  should  bo  written  for  a  period  of 
time  and  under  certain  terms  and  conditions  to  provide  a 
reasonable  chance  for  paying  off  the  mortgage. 
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Number  of 

Average  amount 

mortgages 

per  mortgage 

22 
88 

■05.U3O 
3,102 

11 
16 

6,077 

2,006 

5 

l8 

2,667 

f,769 
1|,  6i;5 

-^- 


TABLE  8, 

MATURITY  DATES  OP  I90  FIRST  MORTGAGE  LOAKS  OK  FARMS 

New  York,  July,  I95I 


Date  duo  Number  of    Average  am.ount    Per  cent  of 

total  amount 


Past  duo  22      ■  $5,^30  10.7 

Demand-;;-  88  3>102  38.8 

1931  -    11  6,077  q.5 

1932  16  2,006  lu^ 
1935  ,  3  2,667  1.1 
l93l+-i9)-^5  23  l4.,1^96  lk,7 
l9^+I^-l953  9  6,769  8.7 
19511.-1963  18  l|,6i;3  11.9 

All  mortgages  I90  03^702  100.0 


-^Represents  loans  payable  on  dom.and,  or  as  the  farmers  often 
expressed  it,  "any  tlm.c". 

It  is  impossible  for  most  farmers  to  forecast  bad  timxos. 
This  period  of  extreiiiely  low  farm  prices  has  been  very 
difficult  for  all  farmers  who  are  not  out  of  debt,   A  com- 
position of  debts  and  the  refinancing  of  the  farm  business 
at  a  scale  dovm  is  not  a  stigma.    It  is  good  business.    In 
m_any  cases  it  is  essential  to  the  final  payment  and  in  the 
interest  of  the  creditor.    Many  persons  holding  first  mort- 
gages on  farms  v/ould  rather  obtain  a  portion  of  the  unpaid 
balance  of  the  principal  in  cash  than  to  have  the  farm  on  ' 
their  hands  with  the  prospects  of  again  selling  it  at  consid- 
erably less  than  its  previous  price. 

Farms  purchased  with  the  expectation  of  paying  off  a 
mortgage  with  milk  at  C!>2,5C>  a  hundred  cannot  be  paid  for  v/ith 
milk  at  $1.25  ^  hundred.   Debts  must  be  brotight  into  adjust- 
ment with  farm  prices  or  prices  raised  to  the  point  v/here 
debts  can  be  paid.    An  adjustment  of  debts,  in  some  cases 
incorporating  some  of  the  short-time  debts  in  a  mortgage,  v;lll 
m.akc  it  possible  for  many  farmers  to  keep  and  eventually  pay 
for  their  farms.    In  New  England  the  Federal  Cooperative 
Credit  System  provides  funds  for  working  out  such  a  program,* 

An  Ediicational  Program 

An  educationa.1  program  should  be  based  upon  the  facts, 
some  of  the  m.oro  Important  of  which  have  already  been  suggest- 
ed.   These  facts  should  be  presented  to  the  group  Intorostod 
in  any  particular  aspect  of  the  farm  credit  problem. 

Past  experience  has  indicated  that  farmers,  merchants, 
and  bankers  have  a  mutual  interest  in  the  sliort-time  credit 
used  in  connection  with  agricultL;re .    "Farmer-Merchant-Banker 


Conferences"  have  proved  to  be  a  popular  and  effective  v/ay  of 
presenting  the  facts  in  connection  v/lth  merchant  credit  and 
obtaining  the  cooperation  of  merchants,  farmers  and  bankers 
in  the  solving  of  this  problem.    Merchants  and  farmers  recog- 
nize that  the  bank,  and  more  recently  the  Farm  Credit  Admlnls- 
tration^  are  the  most  econoiuical  source  of  short-time  credit. 
The  merchant  realizes  that  he  should  offer  a  cash  discount  in 
order  to  retain  the  business  of  good  farm.ers  v;ho  arc  able  to 
pay  cash  or  who  take  advantage  of  the  less  expensive  sources 
of  short-time  credit.   Each  of  the  tlireo  groups  has  some- 
thing to  gain  from  such  practices  and  no  one  feels  that  som.c- 
thlng  is  being  "slipped  over  on  them".    An  afternoon  confer- 
ence of  this  group  m^ay  be  started  with  a  luncheon  at  noon  or 
an  evening  conference  vd.th  a  dinner  at  night. 

Such  conferences  do  not  prevent  educational  v/ork  with  any 
one  of  the  three  groups.    In  states  where  there  is  a  key 
banker  organization  a  large  amount  of  work  m.ay  be  done  througli 
the  Agricultural  Comanittee  of  the  Bankers  Association  and  the 
key  bankers,    A  considerable  amount  of  educational  work  on 
short- tine  credit  may  be  done  v/ith  farmers  through  the  county 
agent  system.    It  is  more  difficult  to  reach  merchants  in 
other  \7ays  than  the  Parmer-Merchant-Banker  Conference, 

Another  type  of  educational  work  in  connection  with  the 
short-time  credit  problem  has  been  built  around  the  farm 
Inventory,    The  Inventory  is  a  basis  for  the  credit  state- 
ment arid  therefore  of  Interest  to  the  banker  as  well  as  the 
farmer.    By  the  inventory  the  farmer  can  see  what  gain  has 
been  made  on  his  farm  from  year  to  year.  It  also  provides  a 
valuable  list  of  farm  property  in  case  of  fire.    The  inven- 
tory shows  the  not  worth  of  the  farmer  and  is  the  simplest 
form  of  farm^  accounts. 

This  inventory  work  has  now  reached  the  stage  of  a 
"campaign".    Farm  inventory  wook  is  the  first  v/eek  in 
January  of  each  year.    Posters  to  remind  farm.ers  of  the 
inventory  are  prepared  and  distributed  to  feed  stores, 
grange  halls,  rural  banks,  milk  plants,  and  other  points 
frequented  by  farm.ers,    Frori  15  to  20  thousand  of  these 
books  are  distributed  each  year,    A  survey  in  one  area  indi- 
cated that  approximately  12  per  cent  of  the  farm.ers  filed 
credit  statenents.    The  inventory  book  has  tv/o 'blank  sheets 
in  the  back  for  preparing  the  credit  statement.    One  of  these 
is  filed  with  the  banker.    The  Agricultural  Cominlttee  of  the 
State  Bankers  Association  endorses  the  Inventory  cam.paign 
and  many  rural  bankers  insist  upon  most  or  all  of  their 
farmers  taking  an  inventory  and  filing  a  credit  statemiont. 

In  addition  to  the  conf  erences  ojid  inventory  campaign, 
further  educational  work  is  carried  on  with  rural  bankers, 
"Farm.  Fax  for  Bankers"  Is  a  one  page  service  letter  v/hlch 
is  sent. to  bankers  regularly.    This  service  letter  carries 
credit  facts,  facts  on  the  agricultural  situation,  and 
attcm:pts  to  present  for  bankers  some  of  the  fimdai.^ental  farm 
m_anagemcnt  principles.    The  information  presented  in  Farm. 
Fax  for  Bankers  is  intended  to  help  bankers  to  make  sound 
loans  to  worthy  farmers. 
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For  several  years  a  spring  or  surir.icr  tour  has  "been  hold  for 
key  bankers.    Usually  the  key  hanker  brings  several  other 
riiral  bankers  from  his  county  for  the  tour.    These  tours 
have  featured,  land  utilization,  types  of  fariiing,  selection 
of  enterprises  for  farris,  reforestation,  and  i.iarketin^-. 
Bankers  have  been  taken  into  abandoned  land  areas,  on  the 
farns  in  good  faming  sections,  on  an  inspection  of  the  experi- 
ment stations,  ond  on  iiiarkct  trips  to  the  New  York  metropoli- 
tan market, 

A  new  aspect  to  the  educational  program  in  farm  credit 
has  resulted  from  the  trying  tim.cs  of  the  past  four  years. 
The  financing  and  refinancing  of  the  fai^m  business  is  a  topic 
of  discussion  at  "farm  credit  fori.u:is".    Those  forui.is  arc  for 
farmers  and  bankers  if  they  care  to  attend.    The  aim  is  to 
have  these  meetings  as  inform.al  as  possible  v/ith  an  opportunity 
for  individual  conferences  and  for  farmers  to  ask  questions 
and  offer  suggestions.    Consideration  is  to  bo  given  to  the 
amortization  of  farm  mortgages  over  a  long  period  of  time, 
low  interest  rates  on  farm  mortgages,  v/rittcn  extension  of 
past  due  and  demand  mortgages,  the  experience  of  debt  con- 
ciliation corjviitteos,  coriposition  of  debts  and  the  scaling 
dovm  in  order  that  the  debt  structure  on  a  farm  may  be  brought 
into  such  a  position  that  the  farmer  can  eventually  meet  his 
obligations  and  pay  off  the  indebtedness. 

Creditors  usually  have  little  to  gain  by  insisting  upon 
the  pay:nent  of  the  full  amount  of  mortgages  on  farms  that  are 
nov/  worth  no  more  and  perhaps  considerably  less  than  the 
obligation  against  it.    Such  insistence  may  result  in  the 
creditor  obtaining  the  farm,  which  if  sold  imdcr  present  con- 
ditions will  yield  far  less  than  might  otherwise  be  obtained 
through  a  sound  refinancing  program  designed  to  get  the  debts 
in  sixch  shape  that  they  could  be  paid  ultimately. 


The  discussion  of  the  subject  was  continued  by  H,  C, 
Woodworth,  Extension  Econorast  in  Farm.  I.Ianagem.ent, University 
of  New  Hampshire, 

Each  generation  of  farmers  finds  itself  under  the 
necessity  of  borrov/ing  heavily  to  purchase  the  farm  and 
operate  the  farm,  business,    Somohov;  the  earnings  of  the  farm 
cor.ununity  tend  to  flow  to  the  city.    The  successful  farm.er 
often  retires  to  the  village  bringing  his  accujBulatcd  assets 
v/lth  him.    In  other  cases  the  boy  that  eventually  takes  over 
a  famalv  farm  finds  it  necessary  to  assume  larTO  debts  to  the 
heirs  v/ho  have  moved  to  the  city.    Wo  seem  to  begin  the 
struggle  of  debt  pa^^avient  vath  each  nev/  generation. 

The  sources  of  available  credit  and  the  Intelligence  with 
which  the  young  people  make  use  of  them  are  Important  to  bot.h 
the  individual  and  society  in  general. 

Pressed  by  lack  of  capital,  yo-'ong  people  in  the  East  all 
too  often  purchase  a  back  farm  where  the  handicaps  for 
aggressive  farming  are  very  great.    The  man  and  his  family 
may  toil  for  years  under  great  hardship.    Even  though  they 
finally  pay  for  the  farm  their  total  assets  m.ay  be  meager  in- 
deed. 
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On  the  other  hc.nd  a  young  nicin  who  buys  ci  good  farn  nay  bo 
so  greatly  handicapped  in  operating  capital  a.s  to  be  ineffici- 
ent and  consequently  unable  to  carry  the  burden, 

I  have  often  thought  wc  have  a  great  gap  in  our  agri- 
cultural ladder  in  the  East,    I  have  felt  that  a  limited 
anount  of  stock- share  farn  renting  v/ould  give  the  anbltlous 
and  skilled  yoiing  fanner  an  opportunity  to  use  the  other  nan's 
capital  to  a  large  extent  in  getting  started.   His  ov;n  small 
capital  vath  sone  additional  short- time  loans  could  then  be 
used  as  operating  capital,  enabling  hin  to  employ  his  time 
and  energy  to  better  advantage.   He  could  roach  his  full 
stride  as  a  farmer  at  an  earlier  age  and  have  a  longer  period 
of  productive  farming,  perhaps  v/ith  less  physical  burden 
to  himself  and  family. 

In  the  East,  if  I  may  judge  by  observations  in  IJev/  Hamp- 
shire, many  farms  pass  through  a  cycle  of  use  and  development 
and  then  disuse  and  decline.    This  may  happen  over  and  over 
again.   An  ambitious  man  may  develop  a  good  farm  but  a.3  ho 
gets  older  may  sell  off  the  stock  and  dispose  of  the  standing 
hay.    In  a  few  years  the  hay  yields  arc  too  small  for  profit- 
able harvesting.   After  his  death  some  yovmgor  man  begins  the 
long  and  costly  process  of  rebuilding  the  farm. 

The  good  farm,  should  be  kept  going  at  full  capacity.    This 
perhaps  would  involve  a  v/cll-conceivcd  and  fair  stock- share 
lease  and  liberal  short-time  credit  to  a  capable  young  nan. 

Cooperative  credit  brings  a  need  for  an  understanding  of 
credit  problem.s  by  large  numbers  of  farm_  people.    The  form.a- 
tion  of  the  production-credit  associations  presupposes  that 
farm  people  v/ill  be  able  to  gLiidc  and  direct  the  placing  of 
credits  and  the  operation  of  a  large  banking  business,    I 
believe  that  the  farm  group  can  carry  the  responsibility 
for  the  sound  management  of  credit  associations,  but  in 
doing  so  they  v/ill  undoubtedly  need  to  study  and  become  better 
informed  on  credit  problems. 

If  such  associations  are  to  gro\7  caid  develop  and  eventual- 
ly becorxO  substantial  institutions  for  farm  credit,  the  great 
body  of  stockholders  m.ust  eventually  become  fam.iliar  v/ith 
sound  financial  policies  and  the  chosen  directors  and  officers 
v/ill  have  to  develop  special  skill  cjid  ability  in  credit  bank- 
ing business , . 

It  is  probably  equalljr  im.portant  that  the  individual 
borroY/er  have  a  real  conception  of  when  end  for  v/hat  purposes 
he  can  afford  to  borrow  on  short-time  loans,  and  also  hov/  such 
money  may  be  used  in  creating  returns  that  v/ill  enable  them, 
to  pay  up  on  the  due  date.    In  spite  of  good  supervision 
by  the  able  personnel  of  the  parent  bank  and  the  guidance  of 
painstaking  and  competent  local  directors,  unless  the  average 
borrower  can  secure  a  fair  understanding  of  general  credit 
problems  the  cooperative  nay  encounter  difficulty  in  lack  of 
volume  or  in  control  of  credit. 


F?.rn  people  on  the  vdiolc  have  probably  Kr.dc  fov/or 
mlstakcG  in  credit  use  than  other  groups  in  the  last  fev;  years, 
Yot  there  is  ample  evidence  that  raany  of  us  did  not  have  a 
good  understanding  of  it. 

Sone  fari'.iers  are  in  serious  financio.l  condition  because 
of  a  price  relationship  which  developed  out  of  a  clear  sky 
and  which  was  beyond  their  individual  control. 

But  r;iany  Individuals  are  nev;  greatly  handicapped  by 
serious  rii stakes  in  the  use  of  short-tine  credit »    Both 
the  borrov;cr  and  the  lender  have  responsibilities  in  these 
unwise  uses  of  .  short-tiriic  credit  and  in  r.iany  cacos  both 
will  or  have  shared  in  the  resulting  losses  and  hardships. 

Not  long  ago  a  poultryr.ian  franl'ly  stated  that  his  critical 
financial  condition  was  due  to  his  own  lack  of  uaadur standing 
of  the  I'ight  and  safe  use  of  credit.    He  had  accuinulatod 
short-tine  credits  in  the  way  of  grain  bills  and  incubator- 
purchase  contracts  amounting  to  '}^\.   ijcr  layer  -  not  a  safe  or 
independent  position  for  any  nan.    Incidentally  he  admitted 
he  could  have  gotten  along  v;ith  the  old  incubators. 

At  the  other  extrono  sone  lucn  v/ill  not  borrow  when  it 
v/ould  be  greatly  to  their  advantage.    A  good  farner  stated 
to  :ne  that  when  he  was  in  an  agricultural  college  sone  20 
years  ago,  the  professor  lectured  the  class  against  going  into 
debt  under  any  circxmstanccs.    The  professor  had  evidently 
been  so  eloquent  on  this  particular  bias  that  a  groat  and 
lasting  inprcssion  had  been  nade  on  the  young  nan.   He  had 
never  borrowed  or  purchased  on  credit,    Ec  had  at  tines  been 
greatly  handicapped  and  retarded  by  lack  of  operating  capital. 
He  still  feels  that  never  to  borrow  under  any  circunstrjiccs 
is  the  right  point  of  viev;, 

Soncvjhcrc  betv/een  these  extrcries  is  a  Icgiti-aatc  and 
sound  use  of  short- time  credit  for  nany  individual  fari:!crs, 
We  have  the  responsibility  of  assisting  the  farm  people  to  a 
better  understanding  of  this  logitinate  and  sound  use  of 
credit.    This  is  not  an  easy  task  or  a  light  responsibility. 
The  professor  who  was  so  conservative  as  to  advise  a  conserva- 
tive student  not  to  go  into  debt  under  any  circunstances 
and  m  thout  qualification  laid  a  heavy  burden  on  young  r.ien 
just  beginning  the  business  of  far];iing. 

On  the  other  hand  in  a  period  when  an  agricultural  enter- 
prise is  fairly  prosperous  and  credits  are  flowing  freely  - 
arc  Qvc-ci   urged  on  the  farner  by  scores  of  trained  and  capable 
salesmen  -  the  efforts  of  educational  agencies  v.dll  indeed 
have  a  very  nild  influence, 

Landsbury  in  a  text  on  industrial  :;ianagenent  states  that 
a  few  years  ago 

"Balance  sheets ^  as  expressed  in  terns  of  nachinery, 
plant  and  structures,  raw  r.iatcrials,  finished  products,  plus 
accounts  owed  or  receivable,  was  the  basis  for  extension  of 
credit,  subject,  of  course,  to  influences  such  as  good  will  or 
the  reputation  of  Individual  managing  executives,    G-ood 
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incnagcincnt  was  presupposed  and  yet  poor  ^nanagoncnt  could 
wrstc  pssots  of  tlic  factory  to  such  an  extent  tnac  tac 
figures  on  the  balance  sheet  night  beconc  changed  Irj-aoasur- 
ably  before  the  financial  institution  could  clear  itself. 
'Vlthin  recent  years,  banks  have  cone  to  appreciate  induc- 
trial  inanagcincnt  as  a  business  factor  though  they  still 
reqviire  the  ph^^-sical  balance  sheet  to  cone  up  to  certain 
narks  of  safety  before  advancing  money  for  operation. 
Those  banks  which  have  been  giving  factory  business  the 
nest  nature  consideration  have  been  going  far  beyond  the 
physical  balance  sheet  in  estinating  the  work  of  the  plant," 

In  one  way  or  another  the  credit  xiian  of  the  bank  is  unable 
to  determine  sono  of  the  more  intangible,  hidden,  but  fundamen- 
tal points  of  strength  or  weakness  in  a  financial  condition  in 
industrial  enterprises.    It  would  seem  to  me  that  xvz   have  the 
sojac  problem  in  agriculture  and  that  short-time  credit  is  very 
closelxr  tied  to  management* 

The  organization  and  detail  on  specialized  farms  arc  very 
exact  and  only  a  good  manager  and  a  real  worker  can  hope  to 
succeed.    No  bank  or  cooperative  can  afford  to  go  very  far 
in  extending  short-time  credit  to  a  poor  manager  no  matter  how 
the  assets  at  the  time  may  sun  up  on  the  balance  sheet.    For 
it  must  eventually  face  the  problem  of  pressing  for  payment 
and  perhaps  foreclosing  -  a  procediirc  which  is  not  to  the  special 
credit  of  any  financial  institution. 

So  v/c  as  operators  of  fo.rms  must  place  ourselves  in  a 
position  to  willingly  and  cooperatively  submit  ourselves  to 
tests  of  m.anagcment  which  the  private  bank  or  the  cooperative 
production  credit  association  nay  give  us.    This  nay  be  some- 
vAiat  difficult  for  us  at  first  but  it  is  to  the  interest  of  the 
borrower  and  the  lending  institution. 


'o 


In  I-levif  England  wo  have  thousands  of  sm.all  farms  of  the  sub- 
sistence type,    I  sometimes  call  these  defensive  or  roar-guard 
farms  v/ithout  meaning  to  cast  reflections.    Subsistence  farming 
has  a  place.    Many  of  our  small  farms  are  havens  for  the  older 
man.    Since,  hoxvever,  these  fari'-is  are  organized  merely  to  supply 
a  family  with  food  and  fuel,  short-tim.e  production  credit  is  not 
involved.    The  only  safety  for  a  subsistence  farmer  is  to  keep 
out  of  debt  and  if  possible  make  the  small  cash  income  from  the 
fev;  days  of  work  available  cover  the  payment  of  ta::es  and  the 
purchase  of  groceries  and  other  expenses.   He  is  not  organized 
to  m.akc  money  enough  to  pay  interest  and  principal  even  if 
agricultural  prices  arc  high  and  crops  yield  v/ell.   It  v/ould 
seem  that  the  subsistence  farmer  endangers  his  position  by 
borrowing  and  that  the  local  bank  or  production  credit  associa- 
tion takes  too  groat  a  risk  in  loo.ning  to  him. 

Of  course  if  a  man  vyishes  to  borrow  in  order  to  get  beyond 
the  subsistence  stage  and  has  the  s]:ill  and  energy  to  operate 
an  aggressive  type  of  farm  organization,  his  case  merits  atten- 
tion.   Careful  and  gradual  extcn\5ion  of  credit  for  specific 
piirposes  may  develop  hin  into  a  successful  farmer. 

The  commercial  or  aggressive  farmer  v;ill  usually  require 


shopt-tlnc  credit  .-.nd  yet  fror.i  the  interest  of  botia  borrov^cr 

txncly    Wo  on  the  farn  have  nucli  to  Icr.rn  in  tbo  dcvoloD^^ont 
and  protection  of  v.hr.t  in  called  a   line  of  credit!   So  c on- 

a  "ot"'nd  is  tf  if  "'''  °5  '    ^°""^^  ''    °^°^"  i^  -   valuable 

soa^onal^xe^d  ?o?;Jner   T5o1rui?-?f  '^""^"^  ^^^"^  ' 
■-atcri-1  ind  frSf^V.J^i*   i\  Z'^^'-''  ^--^-^1^  nust  purchase  spray 

arcri.  1  and  fertilizer,  and  hire  some  labor  in  the  sprir'- 
The  poultry-an  usually  has  expense  beyond  his  current  lice  le 

3Serro?i??LS^Lfi!S-hSlp-1S^sprS^ 

local  bank  or  the  production  credit  association  and  plan  r'- 

cngw'?bo?e"?'?  '^""   ^"^'""'^  "^  '""^  ^^1^  ^^°-  "  Acc;iLiated 
?e?ted  iS^Ivi^:'"  jvcrasc  seasonal  requiro:.cnts  could  be  in- 
vctcd  in  savin-s  banJrs,  certificates  of  dcioosit,  Grovorn-u -if   • 
securities.  Federal  farn  loan  bonds,  or  other  safe  InvesS^ts. 

'^    s.J^^'S^TTi^^i^'''''-'^   °""  establishes  his  connections  .vith 
..  ouo^t,.ntial  credit  source  and  is  in  a  bettor  do-H-1  nn  +-n 
secure  adequate  credit  in  case  of  sone "enercenc?!   E?ei4 
assressive  farner  regardless  of  his  financial  conditfoS-sould 
study  the  use  of  short-tine  credit.  conaition  o  .ould 

_   At  a  tine  ^^icn  the  far-cr  is  under  strrin  to  r^ect  his  onrr^^i- 

o?if  ?riS-":'^"h'  seriously  reduced  his  standard ^?-li:?nr^'i; 
order  Lo    jasL  a^u  oy,  it  nay  scon  idle  to  su.-,o-ost  -n  Idc-n  to 

IcSn'n^f  ;hin'-"'  '"  ''''   °?^^"  ^^^'^^  ^^^  ^  depressloS  v^f  can'° 

pSiSd'of^bJ^srtrSL!^^^;  ir^^^r?or^'^:s  r^-f ^?\°^  - 

i^J?l   'n^-"'f^^  ^'   f  ^   ^-^^  -d^in"tirdeveJo.nenf  Sf^f  ^^^^^^^ 
re^s  to  ^^r  f'-/'^  '"^^  oarninss  and  over-borrow  in  his  ea^-or- 
M^-el?  to^^  ;^   progress.    He  nay  thus  continually,  expose 
ninoelf  to  a  or.carious  position  if  pressed  for  i.^iediatc  settle. 

-tlc-ll71''rl'^    "-S"  ''^""^  "^  '^   ^-^^1^  prosperous  year  to  svsten- 
..tic.lly  set  aside  sone  part  of  the  total  errnin-s  in  the  - 
mss  bank  or  develop  sone  other  substantia- IrndSiTich  ^^,^ 
and  then  operate  the  farn  and  direct  the  living  S;  if  Ehi'^^onev 
did  not  exist.    That  is,  in  prosperous  tines  "^^e^iihtre^-rd"^  ■ 
'^e?£ini"?o  S^°y^«-  -r^-S-  -°t  as  current  IncSe  bu^^s 
The  i^i?S  .-   '  i''i''  ?''^'  ^^"^  protection  in  other  tines.  " 
tht  ;Srv  thin:^   hundreds  of  Ho.:   England  farners  have  done 
ncJl^od  of  i  if''     ^'''°^^  °^  "'-'^'  P^^^^ltrjman  viio   during  the 
bnS  o  °f  "Sn  r^:^Sins  regularly  put  snail  suns  in  the  savings 
bank  even  though  he  had  a  nortgage  on  the  farn  and  at  ti-( s 
hfha°  ha^??  ^o  pay  the  nonthly  grain  bill.  "  ThLlast  year 
^ti^r,   ^f  ^^^  ^"-^   "^  ^^"^  ^^^1^  pile  uptenporarily  but  he  has 
to  dSso?        '°'^''"'  -^^"^'-^^6  ]ae  could  pay  these  if  forced 

We  can  have  confidence  that  t]io  Ncxv  England  f-r^^ers  rnll 
solve  tneir  credit  problen,  especially  if  thev  ari'^iiven  ^ 
opportuni-cy  to  discuss  the  v;ise  use  of  credit%.i"th  officers 
of  the  farn- credit  adninistration,  ^7i  th  o^.tensi  on  Dcople  ?itb 
local  bankers  and  anong  thonsclves.        ^^^--on  people, i.itn 
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Actually  our  eastern  farriers  have  had  little  opportTinity 
to  talk  v.dth  the  'banl'ier.   And  perhaps  a  fev/  of  the  banl^crs 
lil-:o  the  rest  of  us  have  been  somewhat  confused  on  the  use  of 
credit.    To  many  farr.iors  located  near  industrial  centers  the 
bank  has  been  a  forno.l  sort  of  place  with  a  large  Inprcssive 
front  and  va  th  clerks  behind  a  ir.arblc  rail  and  steel  bars, 
lllhcn  the  young  farr.icr  v;as  finally  ushered  to  a  seat  across  a 
polished  table  fron  the  credit  man,  he  perhaps  v/as  trembling 
and  too  confused  to  discuss  adequately  his  need  for  credit. 
In  many  instances  in  his  confusion  he  may  have  asked  for  less 
credit  than  wa.s  required  for  the  intended  production,    Agadn 
perhaps  the  credit  man  understood  very  little  about  the  use  of 
short- time  credit  as  applied  to  agriculture. 

In  initiating  a  cooperative  credit  association  the 
agricultural  credit  administration  has  a  great  opportunity 
to  teach  the  best  use  of  shott-time  credit,    I  am  not  siire 
but  what  this  m.ay  bo  as  important  to  the  sound  progress  of 
agriculture  as  the  credit  itself  m.ay  bo.    There  is  evidence 
that  out  of  such  institutions  as  cooperative  livestock  sales 
agencies,  cooperative  egg  auctions,  and  cooperative  creameries, 
one  of  the  most  important  benefits  has  boon  the  education  of  the 
farmers  in  grades  and  qualities.    Most  m.iddlemen  actuated  by 
a  profit  motive  use  little  energy  or  thought  in  making  improve- 
ments in  the  production  or  handling  of  the  products  except 
v/here  savings  may  accrue  directly  to  them..    Under  cooperatives 
the  problems  are  brought  homo  to  the  farmer  and  Improvcrsonts  in 
production  and  in  quality  are  made. 

Managers  of  a  few  cooperatives  absorb  the  commercial  view- 
point of  the  private  executives  and  exert  little  or  no  influence 
tov/ard  m.orc  ecoriomic  practices, 

I  am  confident  that  the  present  personnel  in  charge  of  the 
Farm.  Credit  Administration  are  sensitive  to  these  opporti.uiities 
and  that  the  farm.er  will  not  only  gain  by  obtaining  credit  but 
also  will  become  r.ore  skilled  in  the  best  use  of  credit.    The 
mere  mechanics  of  accepting  and  rejecting  loans  can  be  made  tlie 
finest  progrpj".!  of  education  if  wc  really  face  sjid  measure  up  to 
the  opportunity,   IVe  can  so  manage  production  credit  that  our 
farmers  will  be  gradually  trained  to  a  sound  viewpoint  of 
credit  use,  or  v;e  can  so  conduct  t."  at  work  that  no  progress 
i  s  made , 

Local  ba^nJiors  have  long  been  in  an  enviable  position  to 
render  service  toward  developing  skill  and  ability  in  agricultu- 
ral cor.imimitios,  but  in  comparison  the  opportionity  for  service 
confronting  the  production  credit  people  is  unique. 

In  conclusion  the  following  progroja  for  education  in  short- 
time  credit  is  informally  listed, 

1,  A  field  mooting  and  conference  in  each  New  England 
State  to  be  attended  by  officers  of  the  regional  production 
credit  corporation,  directors  and  officers  of  the  local  associa- 
tion. Extension  Service  personnel  and  interested  farm  leaders. 
The  objective  of  such  a  meeting  would  be  to  train  Extension 
people  and  officers  and  directors  of  local  associations,  in 
credit  uses  ai'.d  policies.    Better  teamwork  in  solving  the 


credit  needs  of  the  farncrs  of  eacli  state  should  result. 
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2.     A  v/intor  incetinr';  in  each  county  to  discuss  long- 
tino  and  short-tine  credit  vd  th  interested  farners.    Represen- 
tatives from  the  regional  production  credit  corporation,  the 
local  production  credit  association,  and  the  Extension  Service 
shoiild  be  present.    This  could  well  be  an  all-day  meeting  in 
which  general  problons  r.ilght  be  discussed  in  the  inorning  and 
conferences  with  individual  men  arranged  for  the  afternoon,    ; 
Last  spring  Coimty  Agent  O'Brien  arranged  tv/o  such  all-day 
credit  inoctlngs.    We  discussed  long-tine  and  short-tine  credit 
and  credit  sou.rce3  in  a  general  way  in  the  nornlng  and  in  the 
afternoon  v/e  v/erc  kept  bu.sy  with  individual  conferences  mitll 
five  o'clock.    Each  day  wc  nade  contacts  with  about  50  farncrs, 

5.     In  following  up  these  county  meetings  the  Extension 
Service  could  deal  individually  vath  farmers  who  have  credit 
problems,  and  in  doing  this  management  and  organization  of  the 
farm,  should  be  dealt  vtrith  from  an  educational  point  of  view. 
Is  the  Individual  D.orely  drifting  along  or  is  ho  vi/orking  for 
some  m.ore  or  less  definite  goal  of  organization?    If  he  has 
no  real  objective,  v/hen  he  seeks  credit  is  an  opportune  time  to 
plojit  the  seeds  of  a  definite  long-time  objective, 

I4.,     Since  vje  are  just  initiating  production  credit 
activities  it  rj.ght  be  beneficial  and  profitable  to  the  farm, 
cause  and  to  the  production  credit  organization  if  one  or  m.ore 
of  tlie  Nov/  England  agricultural  experiment  stations  cooperating 
with  the  regional  production  credit  bank  would  undertake  to 
study  and  analyze  production  credit  problems  by  a  study  of 
actu.al  credit  cases, 

5,  With  tlie  risfe  of  being  misunderstood  and  misin- 
terpreted v;e  might  consider  sotting  up  certain  standards  as 
guides  to  farmers  rather  than  as  rules  for  loaning,   liov; 
large  a  short- tine  credit  is  the  poultrym.an  safe  in  carrying? 
Under  pressure  in  normal  times  a  comr.iorcial  pcultryr.ian  could 
probably  pay  up  a  fifty- cent c-per- layer  debt  without  selling 
the  laying  stock  and  crippling  his  organization.    Of  course 
this  ability  to  settle  short-tim.e  credits  would  depend  on  the 
margin,  the  organization,  and  price  relationships,  but  such 
standards  might  call  attention  to  a  situation  beyond  which  a 
mo.n  takes  greater  chances  with,   safety  and  security.    We 'might 
put  up  such  standards  for  the  different  types  of  farming. 

The  skilled  man  might  not  need  s\xcl\   safeguards,  and  of  course 
there  is  alvjays  the  danger  of  the  unskilled  taking  such  a 
standard  too  literally. 

6,  We  should  e:::iphaslzc  good  business  judginent  and  soiond- 
ness  in  developing  and  riaintaining  a  line  of  credit  with  a 
substantial  credit  source  and  then  using  this  source  of  credit 
rather  than  store  credit, 

7«   Wo  should  empho.slze  the  desirability  and  added 
security  of  position  in  refinancing  any  large  short-tim.e  debt 
t.hr::.i.i.gh  Federal  farm,  loans. 
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Tlic  discus sioii  of  this  subject  was  continued  by  J,  P. 
Tonnion;,  f  arr.iorj  and  appraisuP;,  Farr.i  Credit  Administration, 

The  farncr,  being  o.  producer,  r.iust  use  the  fo.ctors  of 
production,    lie  raay  furnish  thein  all  hinsclf  and  in  that  case 
he  needs  no  credit.    Perhaps  he  started  as  a  hired  nan,  then 
rented  a  farin,  raised  a  little  stock,  saved  a  little  money, 
bought  a  farn  and  eventually  paid  for  it. 

But  that  is  earjicr  said  than  done.    It  probably  was  a 
long  hard  pull  fron  the  tirio  he  started  as  a  hired  nan  until 
he  ov/ncd  his  farn  business.    Durin,'"^  t.hat  period  he  used  other 
peoples'  rioncy,  used  it  wisely,  returned  it  with  a  fair  share 
of  v/hat  it  had  earned  in  the  forn  of  interest.    This  is  exact- 
ly as  it  should  be. 

But  it  docs  not  go  as  well  as  that  with  nost  of  us.   We 
find  ourselves  faced  with  interest,  ta:ccs,  and  living  and  farn 
cxr)enscs.    Our  incoriics  are  reduced  and  our  credit  disappcaringi 
Seed  tine  cones  along.   We  still  ov;e  a  little  on  last  ^rear's 
seed  and  fertilizc"r  and  a  little  r.iore  on  the  grain  wc  fed  to 
nake  unprofitable  nilk.    We  hate  to  ask  the  local  dealer  for 
further  credit  as  he  too,  is  tied  up  on  account  of  the  credit 
ho  has  already  extended. 


So  here  wc  stand  narking  tine  as  the  season  rolls  along. 
We   arc  nearly  "licked"  and  3urel7/  will  bo  unless  we  get 
someone  else's  money  to  carry  on  our  business.    There  arc  hun- 
dreds of  acres  of  land,  part  of  it  all  fitted,  that  will  not  be 
planted  this  year  because  the  owner  hasn't  the  seed  or  the 
credit   to  got  any. 

Sone  of  you  iiiay  say,  "Fine,  that  v/ill  help  in  our  program, 

of  reduced  acreages,"    That  nay  be  entirely  true,  but  to  the 

nan  who  is  so  tied  it  is  tragic.    He  ma.y  be  depending  on  his 

crops  as  his  very  all.    It  is  even  more  tragic  to  see  so 
nany  good  men  that  way, 

I  could  cite  you  dozens  of  cases  like  this.    Let  no  tell 
you  about  one  farner.   Half  of  his  nilk  check  goes  to  one  nan, 
a  fourth  to  another,  a  fourth  to  another  and  he  has  promised 
;ip25  monthly  to,  another.   How  can  this  nan  carry  on   a  produc- 
tive business  with  not  one  cent  income?   His  crops  are  not  in. 
His  place  looks  neglected.   Eleven  years  ago  he  bought  his 
farn.    Since  then  ho  has  paid  his  mortgage  of  ^5500  d.ov;n  to 
Oil 500  and  his  second  mortgage  of  'Yo2.Q>Qt     he  has  paid  dovm  to 
5875 •    The  last  three  years  he  has  not  been  able  to  meet  his 
taxes,  interest  and  Insurance  so  he  has  run  behind  and  his 
creditors  have  seized  all  of  his  income.    It  seems  to  nc  that 
the  creditors  should  got  togetiicr,  return  at  least  a  half  of 
his  income  and  lot  him  go  on  producing.    They  are  surely 
strangling  a  goose  tliat  has  laid  a  lot  of  golden  eggs. 

Most  of  us  have  fair  equity,  are  fair  farmers.    All  wc 
ask  is  a  little  further  credit  to  carry  us  along  until  the 
farm  dollar  has  regained  its  purchasing  power.   Wo  are  not' ask- 
ing for  any  dole  or  government  grab  bag,   V/e  know  we  still  have 
a  battle  ahead  of  us  but  are  confident  wo  can  come  through  and 
repay  0.II  wc  owe. 


-ft-  ^7 

These  conditions  arc,  of  course,  of  an  einergcncy  nature 
caiisod  '^y  the  last  few  years,    Nov/  lot  u.3  consider  the  every- 
day credit  requirement  of  nornal  times.    Lot  us  sec  hov/  an 
appraiser  looks  at  this  loaning  business. 

If  a  rian  is  aaking  for  a  loan  to  buy  a  farn  ho  should 
have  a  very  lon^^  tine  to  repair  a.nd  lov;  interest  rates,   lie  is 
askin;-;;;   soi.icono  to  furnish  the  land  and  part  of  the  capital  used 
in  his  enterprise.    If  the  fari:i  has  boon  wisely  purchased^  the 
purcliase  price  ropresonts  a  capitalization  of  the  cstiriatcd  earn- 
ing power  of  the  farr.i.    If  the  farm  is  not  allovjcd  to  depreciate 
tlie  interest  pajnionts  represent  all  that  is  contributed  by  the 
investricnt ,   Any  payments  of  principal  must  come  froin  other 
sources  such  as  profits,  and  profits  in  farming  as  in  almost 
any  highly  competitive  business  are  bound  to  bo  sm.all.    In  the 
long  run  the  farm.er's  wage   and  his  profits  are  not  expected  to 
be  m_uch  ab.-^vc  his  family  expenses. 

He  is  entitled  to  Ioy/  interest  rate  as  farm  Investricnt  is 
usually  considered  reasonably  safe,    Tlie  market  price  of  farms 
is  in  general  determined  largely  by  their  earning  power.    This 
earning  power  is  capitalized  at  a  lov;  rate  of  interest  due  to 
the  safety  of  the  Invostmont, 

In ' the  purchase  of  som.o  farms  the  term,  of  repayment  inust  bo 
shorter.    In  a  section  that  for  some  reason  or  other  is  going 
back,  the  repayments  of  the  loan  should  be  at  least  as  fast  as 
the  depreciation  takes  place.    At  all  times  the  investment 
should  be  safe.   And,  by  the  way,  the  purchase  price  of  such 
a  property  should  be  low  enough  so  that  the  earnings  of  the 
farm  v/ill  take  care  of  the  interest  and  depreciation,   A  hard 
figure  to  arrive  at,    I  heard  Dr,  Ladd  say  that  twenty  years 
v/ould  see  great  tracts  of  farm  land  in  Ver:iiont  back  into  the 
forests  frori  v/hich  they  were  taken.    It  v/ould  be  folly  to  put 
fifty,  forty,  thirty  or  even  tv/onty  year  loans  in  such  sections* 

There  arc  also  the  factors  of  location,  topography, 
fertility,  change  in  markets  and  demands,  and  many  others  that, 
in  one  way  or  an  other, may  affect  the  am.ount  that  may  be  loaned 
and  the  terms  of  repayment.    Each  farm,  requires  special  consid- 
eration. 

Loans  for  operating  capital  arc  a  little  different.    The 
goods  for  v/hich  these  loans  arc  made  are  usually  consumed  in  the 
productive  process.    Most  certainly  the  loan  should  be  paid  in 
fu.ll  by  the  close  of  the  produ.ctive  period  of  the  goods  that 
v;ere  purchased  v;lth  the  loan.    Cattle  depreciate  rapidly,  arc 
subject  to  sickness  and  could  easily  be  disposed  of  by  a  dis- 
honest borrower.    Cattle  loans  should  not  exceed  a  period  of 
three  or  four  yes.rs,    Sccd  loans  for  cash  crops  should  be  m_ade 
payable  at  the  marketing  time  of  the  crop.    If  the  crop  is  fed 
out  the  loan  should  be  paid  off  as  the  crop  is  being  fed.    In  ■  " 
every  instance  bo  sure  the  loan  does  not  run  along  after  the 
g-i^ods  arc  disposed  of. 

Another  point  to  be  considered  is  the  m.an's  ability  to 
use  a  loan  he  has  applied  for.   We  all  knov;  it  would  be  fool- 
ish to  loan  to  a  man  to  start  a  bcuiana  plantation  in  South 
Burlington,    Just  because  one  man  makes  money  selling  vegetab- 
les in  a  nearby  town  is  no  reason  v/hy  we  should  loan  to  every 


fanner  to  start  market  gardens.   Right  here  is  an     'O 
opport\inity  for  you  agricultural  leaders,   ¥Jlicn  a  nan  talks  to 
you  about  a  loan  for  production,  go  over  with  hin  the  adapt- 
ability of  the  section  for  that  crop  and  the  ability  of  the  man 
to  handle  it,   A  lot  of  ncn  can  "iiako  money  raising  turkeys  but 
most  of  us  can't. 

Still  another  point  to  be  considered  is  the  repayment  of  the 
loan.    That  sliould  bo  considered  just  as  r.uch  as  getting  the 
loan,   Vifhen  a  nan  borrows  money  he  should  ir.imedlatcly  estab- 
lish a  definite  program  of  repaym.ent.   There  are  so  many  r.cn 
v/ho  cannot  handle  their  finances  that  it  \70uld  seem  advisa.ble 
to  employ  a  part  time  financial  m^anagcr.    Let  hi?:i  get  the  m.ilk 
checks,  budget  the  expenditures  and  try  to  keep  affairs  balanc- 
ed.   Such  an  employee  would  be  worth  a  lot  more  to  some 
farmers  than  the  hired  man  on  the  farm. 

Every  man  thinking  about  getting  a  loan  should  detcr;:-inc 
the  typo  of  loan  he  wants,  vAiethcr  he  can  use  it  to  advantage, 
and  how  he  is  going  to  repay  it. 

After  an  appraiser  has  gone  through  these  preliminaries 
and  has  gone  over  the  farm  and  talked  and  looked  up  the 
applicant's  rating  he  is  faced  with  two  questions.    The 
ansv;cr  to  the  questions  dctormincs  whether  he  is  a  good 
appraiser  or  not.   First,  is  the  security  adequate  for  the 
loan?   Second,  can  and  will  the  applicant  repay  the  looai? 

The  answer  to  the  first  is  usually  easy  to  determine. 
After  an  appraiser  has  gone  over  the  farm  and  looked  at  the 
buildings  he  can  come  pretty  close  to  the  carrying  capacity  of 
the  farm,   /ifter  he  has  considered  the  location,  topography 
and  so  forth  he  can  arrive  at  the  value  of  the  security  offered. 

But  the  second  question  is  not  easily  answered.    There  are 
so  many  types  of  men  and  combinations  of  men  and  farm.s  that 
there  are  literally  hujidreds  of  possibilities  in  some  set-ups. 
Wo  often  find  a  man  on  a  rather  poor  farm  getting  along  very 
well.   He  applies  for  a  loan  to  buy  a  bigger  place.    Can  he  -j-. 
handle  a  bigger  farm?   Again  we  find  a  young,  energetic,  . 
vigorous  man  on  a  good  farm  with  fine  buildings.    But  he  can't  - 
keep  even  ■'.^n.  th  the  board.   He  lacks  in  management  , 

In  my  opinion  it  would  be  lonfair  to  loan  to  this  man: 
unfair  to  the  investor  as  he  would  not  got  his  money  back; 
unfair  to  society  as  he  is  not  able  to  return  in  the  productive 
process  as  much  as  ho  consumes  and  society  has  to  stand  the 
loss;   unfair  to  the  man.   To  loan  and  reloan  to  a  man  like 
this  is  a  great  deal  like  cutting  the  lamb's  tail  off  a  little 
at  a.  time  so  it  v/on't  hurt.   He  is  on  his  way  off  and  tho 
quicker  for  a  young  man  like  him  the  better.   He  may  get  off 
now  while  he  still  has  a  little  equity  and  a  lot  of  health  and 
vigor  so  he  can  do  something  else  or  we  nay  tall  him  along  \intil 
he  has  to  be  moved  off  a  broken  old  man.   He  has  it  coming  to 
him.   This  farm  game  is  too  highly  competitive  for  the  v/cak 
manager  to  weather  through. 

There  is  the  dishonest  nan.    He  may 'be  a  very  efficient 
producer  and  will  be  able  to  repay  a  loan.    But  0,  how  he 
will  hate  to.    If  a  m.an  you  knov;  is  like  that   asks  advice 
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about  a  loan  be  sure  to  toll  him  that  ho  can  probably  got  it 
but  that  ho  v;lll  have  to  put  up  a  lot  of  security.    I  have 
rccoinrciidod  loans  to  ncn  who  v/crc  rated  all  the  v/ay  fron 
slippery  to  crooked.    But  in  all  cases,  they  wore  likely 
looking  farmers  and  had  good  equity.    The  laz^J-  r.ian  has  little 
use  for  a  loan  so  v/hy  bother  hin  by  giving  hii;i  one. 

Then  there  is  th_e  2XI4.  farner.    It  is  hard  to  toll  v/hat  to 
do  with  hin.   He  never  will  bo  o.n  efficient  famcr  but  s one- 
how  or  other  he  will  probably  rcpa3'"  a  loan,   Kc  has  a  couple 
of  plug  horses,  sorio  rickety  nachinery  and  a  bunch  of  half  grovm, 
underfed  scrub  cattle.    That  i-ioji   probably  should  have  a  loan. 
By  helping  hin  to  stay  on  his  farm  v/o  arc  helping  to  solve:  a 
social  if  not  an  GConoi;iic  problCLi, 

There  is  another  type  of  applicant  for  viiich  I  v.d  sh  there 
night  be  special  provision.    Sonotiiics  an  old  nan  nay  have  a 
lot  of  equity  in  his  placo  but  no  earning  power,  consequently 
no  incone.    If  a  loan  were  granted  he  wotild  be  delinquent  in 
his  first  interest  and  ta::  payrients.    'Vlaat  ho  needs  is  sone 
kind  of  an  annuity  plan  so  he  can  stay  along  on  the  farin  and 
let  the  interest  and  taxes  pile  up  until  ]iis  equity  is  gone. 
In  the  neantlne  he  nay  have  died  or  nay  have  found  a  buyer  so 
that  ho  can  be  relieved  of  it  all. 

So  goes  the  battle  v/ith  the  appraiser.    There  arc  a  lot 
of  Jieadachcs  with  the  job  and  a  lot  of  abuse.   Every  appraiser 
tries  to  give  every  applicant  the  very  best  set-up  consistent 
v/ith  good  loaning  policies.    Ho  is  a  go-bctv/con  between  the 
borrower  and  the  investor.   He  appreciates  that  what  is  good 
for  the  borrov/or  is  good  for  tlic  investor.    The  investor 
puts  his  noney  in,  lets  it  assist  in  production  and  gets  it 
back  v/ith  a  fair  share  of  what  it  has  earned.    The  borrov/er 
tosses  in  v;hat  he  has,  rions  the  show,  gets  back  a  fair  v/agc 
for  his  labor  and  a  little  for  his  nanagonent.    That  is  as  it 
should  be. 

The  appraiser  realises  that  if  a  loan  is  good  for  a 
farner,  that  is,  if  it  v;ill  really  sot  hir.i  up  so  ho  can  go  on 
and  pay  ou.t,  it  is  good  for  the  bank.    If  it  is  not  good  for 
the  bo.nk  it  is  probably  of  no  lasting  good  to  the  applicant. 
So  the  good  appro.iser  is  one  who  can  loan  as  well  as  Unit  or 
reject  and  ca.n  ,linit  and  reject  as  well  as  loan. 


The  evening  progran  was  devoted  to  the  following  talk: 


SECTIOIL.L  INTERESTS  .'.ND  I'L'.TIOilAL  PRQGR.J.IS . 

Clicstor  C,  Davis,  Adi'.iinistrator  of  the  Agricultural 
Ad  jus  ti.icnt  Adiiini  strati  on 

It  seems  peculiarly  appropriate  that  this  group  which  Is 
connltted  to  the  cooperative  principle  has  seen  fit  to  devote 
such  a  considerable  part  of  its  progran  to  the  aims  and 
activities  of  tlie  Agricultural  Adjustraont  Adninlstration,    Our 
progran,  like  yours,  is  based  on  cooperation  amorjg  farners. 
Like  you,  v/c  believe  that  only  through  cooperative  action  can 
the  problens  of  the  farncrs  be  solved.   As  a  result  of  the 
first  year  under  the  Agricultural  Adjustment  Act,  nearly  three 
;;iillion  farriers  have  joined  production  control  associations  and 
arc  participating  in  the  adjustncnt  prograns  for  v;hcat,  cotton, 
tobacco,  and  corn  and  hogs.    In  addition  nearly  a  n.illion 
farmers,  producing  milk,  tobacco,  fruits,  nuts,  vegetables  and 
specialty  crops,  have  helped  us  work  out,  and  arc  affected  by 
marketing  agreements  and  licenses,  a  nujabcr  of  which  arc  tied 
in  closely  v;lth  the  operation  of  cooperative  marketing  associa- 
tions.   If  it  wore  not  for  the  cooperative  action  of  farriers, 
the  adjustment  program  v.'ould  not  be  possible. 

But  I  understand  there  is  considerable  skepticism  in  New 
England  as  to  whether  this  section  is  receiving  or  can  receive 
any  benefit  from  the  activities  sponsored  by  the  Govormnont 
under  the  Agricultural  Adjustment  ^xot.    The  view  is  widely 
expressed  that  the  Agricultural  Adjusti.iont  Adi:ilnistration  is 
increasing  your  costs  without  adding  to  joxiv   Income,    I  v/i  sh 
to  say  frankly  at  the  outset  that  In  my  judgment  New  England 
has  already,  directly  and  indirectly,  benefited  from  the 
Government's  program,  and  can  benefit  further  if  it  cares  to 
take  advantage  of  the  opportunities  which  arc  offered.    If 
you  will  bear  with  me,  I  should  like  to  develop  that  thought 
by  considering  specific  instances  and  commiOdities  before  I 
enter  the  field  indicated  by  the  title  of  this  paper. 

Your  agriculture  Is  of  course  quite  different  from  that 
of  the  Corn  Bolt  or  the  Cotton  Belt,  and  therefore  your 
problems  a.re  different.   Your  principal  products  arc  dairy  and 
poultry  products,  fruit,  vegetables  (Including  potatoes)  and 
tobacco.    The  typo  of  farming  that  Is  knovm  in  the  Middle  West, 
with  small  grains,  corn,  hogs,  beef  and  poultry  as  principal 
cash  crops,  is  very  little  practiced  hero.    Obviously  ano 
would  expect  little  participation  in  the  corn-hog  and  wheat 
programs  in  Nov/  England,  and  such  hat  been  the  case. 

Dairying,  however,  is  of  prime  Irportanco  in  this  section, 
and  you  have  a  vital  interest  in  the  Adjustment  Administra- 
tion's dairy  progra-.i,    I  shall  discuss  this  program,  and  the 
relation  of  the  cooperative  associations  to  it,  in  another 
address  tomorrow.    Also,  dairy  production  adjustment  will  be 
discussed  by  H,  R.  Tollcy,  the  director  of  our  Program  Planning 
Division, 

May  I  say  here  that  I  think  some  of  the  Nov/  England 
farmers  arc  unduly  alarmed  about  the  effect  of  rising  feed 
prices  on  their  business.    Temporarily  this  seems  to  put  those 
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f amors  v/lao  have  been  buying  feed  fron  tlie  West  at  a  disadvant- 
age.   But  experience  In  the  past  has  shown  that  New  England's 
dairy  and  poultry  Industries  are  nost  prosperous  in  periods 
when  grain  prices  are  high.    This  Is  because  of  the  lessened 
competition  fron  the  farners  of  the  West,    It  is  when  grain- 
prices  are  low  that  the  Western  farners,  forced  to  scratch  up 
a  dollar  cnj   way  they  can,  go  heavily  into  dairy  and  po\iltry 
production.    This  in  turn  dcr.iorQli;:;cs  your  markets  in  the 
East,  and  prices  go  on  the  toboggan.    So,  while  you  have  had 
the  advantage  of  low  grain  prices  during  the  last  few  years, 
you  have  had  the  disadvantage  of  glutted  markets  and  lowered 
pi?iCjc^^or  your  dairjr  and  poultry  products.    With  higher  grain 
/alio,   less  conpotition  from  the  West,  the  prices  of  your  poultry 
and  dairy  products  are  bound  to  strengthen,  and  your  business 
will  be  on  a  firmer  basis  than  before. 

There  are  of  course  individual  adJListr.ients  you  can  malce  to 
this  situation.    You  can  develop  your  pasture  land  m.ore 
effectively,  and  thLis  bo  more  nearly  self-sufficient  mth 
respect  to  feed.    This  would  mean  less  intensive,  but  more 
profitable,  feeding  of  your  cows,  in  line  with  the  recor.n.ienda- 
tions  of  the  U.  S.  Btireau  of  Dairy  Industry,    Following  this 
system,  you  may  produce  som.owhat  less  milk,  but  you  will  m.ake 
more  m.oncy  because  of  lower  cost  of  production. 

The  direct  help  we  have  boon  able  to  give  to  poultry  ' 
producers  anywhere  is  quite  limited,  due  to  the  nature  of 
this  industry,  with  eggs  and  poiiltry  produced  on  several 
m.illlon  farms  (in  most  cases  as  a  side  issue)  and  marketed 
through  thousands  of  buyers.   Marketing  agrcem.ents  for 
poultry  and  eggs   are  not  feasible.   However,  som^c  help  is 
being  given  the  poultry  industry  through  codes  under  the 
National  Industrial  Recovery  Act,    The  hatchery  code  with  its 
provisions  for  the  elimination  of  unfair  trade  practices  has 
a  direct  bearing  on  New  England,    Farmers  producing  hatching 
eggs  for  the  hatcheries  are  getting  better  prices  than  form.er- 
ly.    At  the  sa:iie  time  the  poultry  and  egg  producers  are  pay- 
ing on  the  average  no  higher  prices  for  their  chicks.    They 
too  have  an  advantage  from  the  operation  of  the  code,  for 
they  are  assured  chicks  of  a  better  and  more  dependable  quality, 

For  the  egg  and  poultry  producers  themselves,  relief  will 
have  to  com_e  principally  from,  the  lifting  of  the  general  price 
level  of  farm  products.    As  prices  of  products  competing  vrf.th 
poultry  and  eggs  are  increased,  poultry  mid  egg  prices  are 
bound  to  strenghthen,  too. 

The  New  England  tobacco  Indi^stry,  as  you  know,  has 
participated  actively  in  the  tobacco  adjustm.ent  program.    In 
1935  acreage  reduction  contracts  v/ere  offered  to  New  England 
growers  of  Typos  5I  ^^d  52  tobacco.    Contracts  wore  signed  by 
1,365  farmers  whose  acreage  represented  approximately  50  pcr 
cent  of  the  total  for  New  England,    Since  the  program  was 
announced  early  in  the  1933  planting  season,  wost  grov/ors 
reduced  their  plantings  as  compared  with  those  of  the  preced- 
ing year.    Others,  who  had  planted  tobacco  acreages  in  excess  -. 
of  their  allotments  under  the  contract,  made  necessary  adjust- 
ments in  tdieir  acreage  before  harvest.    Payments  to  New 
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England  grov/ors  for  the  1955  performance  under  the  tobacco 
adjustriont  contracts  already  nade,  or  to  be  made,  total 
approximately  $1425,000,  most  of  which  has  already  been  paid. 

In  195'!-!-*  the  cigo.r  tobacco  adjustnoi^  program  v/as  revised 
to  give  greater  latitude  of  choice  to  producers  and  those 
v/'ho  did  not  participate  in  1955  v;oro  given  an  opportunity 
to  take  part  in  the  program  for  195^i-«   Approximately  1,820 
additional  producers  have  signed  contracts,  bringing  the  total 
number  \indor  contract  in  New  England  to  5^l85»   This 
represents  practically  a  100  per  cent  sign"-up.    It  is 
estimated  that  payments  to  "these  growers  for  the  195^!-  perform- 
ance will  total  $1,250,000, 

An  adjustment  program  for  the  other  type  of  Nov;  England 
tobacco,  nar.ioly,  Connecticut  Shadc-Grov/n,  has  been  instituted 
tiirough  the  medivira  of  a  marketing  agreement  between  the 
Secretary  of  Agriculture  and  handlers  of  this  type  of  tobacco. 
The  terms  of  this  marketing  agrcem.ent  are  incorporated  in  a 
license  imder  vdiich  all  handlers  of  this  type  of  tobacco 
operate.   The  agreeiiicnt  and  license  provide  for  the  allotment 
among  all  growers  of  the  total  acreage  determined  to  be  the 
most  desirable  acreage  to  bo  grown  by  these  producers. 

For  the  possibilities  which  lie  before  you  v/ith  respect  to  1 
fruit,  potatoes,  and  other  vegetables,  I  wish  to  cite  the 
success  with  vihich  producers  of  friiits,  nuts  and  vegetables 
have  been  operating  under  marketing  agreements  in  California, 
/i-greements  nov/  in  effect  in  that  stato  cover  cling  peaches  for 
canning,  fresh  deciduous  tree  fruits,  Tokay  grapes, walnuts,  ripe 
olives,  oranges  and  grapefruit,  asparagus,  and  raisins.    The 
first  four  of  these  agreements,  placed  in  operation  in  1955* 
brought  an  increased  farm  value  of  approxim.ately  $5^500,000  for 
the  products  covered.    As  a  result  the  producers  of  fruits,  ■  . 
nuts  and  vegetables  in  California  have  sponsored  several  other 
agreem.ents  and  will  sell  approximately  85  per  cent  of  their  crop; 
under  agreements  tills  year. 

One  of  the  principal  reasons  why  the  marketing  agreements 
have  viforked  so  well  in  California  is  that  cooperative  market- 
ing had  already  been  developed  there  to  a  high  degree. 
Proration  of  production  and  sales  had  been  practiced  by  the 
cooperative  associations  for  several  years,  though  they  were 
unable  to  attain  complete  success  because  of  the  actions  of j 
non-m.embers.    These  latter  alv/ays  tried  to  profit  by  what  the 
members  did.    The  result,  as  you  well  know,  was  that  the 
members 'found  themselves  "holding  an  umbrella"  over  the  non- 
members. 

Under  the  Agricultural  Adjustment  Act,  it  is  possible 
for  the  Dep.artm.cnt  of  Agriculture  to  enter  into  agreements 
with  processors  or  distributors,  who  in  tiirn  prorate  produc- 
tion or  sales,  or  both,  among  the  producers  who  market  through 
them.    Thus  the  producers  v/ho  are  not  members  of  cooperatives 
are  unable  to  take  advantage  of  the  actions  of  those  who  are. 

The  principle  of  the  marketing  agreer.cnts  and  licenses, 
as  you  see,  is  not  very  different  from  that  of 'the  production 
adjustinont  programs  involving  benefit  payments.    In  both 


caacs  tiiG  centralizing  power  of  the  Govorni-.iont  is  used  to 
ar::sist  tliC  :-7:rcat  majority  of  farmers  vilio  arc  trying  to  a.ct 
together,  "but  who,  v/lthout  the  Govcrnincnt' s  help,  v/ould  be 
always  at  tlio  r.-crcy  of  the  Individualistic  ninority, 

\flallc  this  principle  rmis  through  all  of  the  market- 
ing agrecr.ientr  and  licenses,  a  variety  of  mechanisns  is  uced, 
fror.i  control  of  supply  to  narkct  as  in  the  case  of  sono 
fresh  fruits,  to  the  control  of  total  output,  as  with  canned 
cling  peaches,  or  the  control  of  acreage,  as  with  rice. 
The  r.ilk  licenses  fix  ininlmun  prices  v;hich  dealers  must  pay 
to  f amors, 

I  an  confident  tliat  marketing  agreements  and  licenses 
ma^T"  be  profitably  used  by  the  fruit  and  vegetable  producers 
of  New  England  to  a  much  greater  degree  than  thus  far 
attained.    Besides  the  milk  licenses  and  tobacco  agreement 
already  in  effect,  there  are  possibilities  for  agreements 
and  licenses  n.ffccting  apples  produced  in  New  England  for 
export,  potatv..es  shipped  in  carlots  from  Maine,  and  corn  for 
canning,   L   tentative  agreement  covering  the  canning  corn 
inductrj'"  in  the  Middle  West  as  v/cll  as  Kew  England  is  nov/ 
being  considered  by  the  Administration,    No  action  has  yet 
been  taken  by  the  'Now  England  apple  and  potato  growers, 
hoY/ever,  looking  to  the  formulation  of  marketing  agreements 
affecting  t]ieir  coimiodlties, 

Tlic  opportunity  for  the  Maine  potato  growers  to  take 
advantage  of  the  Adjustment  Act  scc;js  particularly  inviting. 
This  is  an  area  of  highly  concentrated  potato  production. 
Shipments  of  the  bulk  of  the  crop  are  made  by  rail.    The 
Adriiinlstration  is  now  developing  a  marketing  agreement  for 
potatoes  shipped  frori  the  South  Atlantic  States  and  another 
for  potatoes  shipped  from  Kansas  and  Missouri »   These  agree- 
ments v/ill  be  correlated  with  a  national  progroju  affecting 
tlio  entire  potato  industry.    The  potato  producers  of  Maine, 
who  ship  to  all  the  important  markets  in  the  Eastern  part 
of  the  country,  would,  I  am  convinced,  derive  important 
benefits  from  participating  in  this  program. 

In  considering  the  possibilities  for  m.arkcting  agrcem.ents 
in  Nov/  England,  one  must  faco  t]ie  fact,  of  course,  that 
much  of  your  produce  is  shipped  to  nearby  miarkots  by  truck. 
So  far  no  v/ay  has  been  foimd  by  which  such  sales  can  be  effec- 
tively brought  uiadcr  control.    This  limits  the  possibilities 
to  the  products  over  which  control  can  be  maintained. 

But  though  most  of  your  r^arket  gardeners  and  fruit 
growers  cannot  profit  directly  from  marketing  agroem.ents, 
they  unquestionably  are  benefitted  by  the  agreem.ents  in 
effect  elsewhere,    Tlie  Northwest  tree  fruit  agrecr.ient,  for 
instance,  Y;hich  stabilizes  the  r:ar]:et  for  apples  fro:n 
Washington,  Oregon,  Idalio  and  Montana^,  is  a  distinct  help 
to  the  apple  growers  of  Nov/  England,    It  removes  an  cle- 
ment of  competition  v;hioh  othery/ise  would  have  a  depressing 
effect  on  prices  received  b'f  the  New  England  apple  growers. 
Other  marketing  agreements  affecting  frxiits  and  vegetables 
have  somewhat  the  same  effect. 

And  this  brings  me  to  the  second  main  point  v/hlch  I 
v/ould  like  to  make,  namely,  that  New  England  is  an  Integral 


part  of  the  United  States,  and  as  such,  is  arfectcd  by- 
thing  that  hcppcns  to  the  coijuitry  as  a  whole.    Kcv;  England 
agriculture,  in  spite  of  the  ru^^ged  topography  of  much  of  the 
region,  has  boon  btiilt  up  to  a  high  standard.    This  is  because 
of  its  proximity  to  population  centers  which  n.re  supported  by 
the  buying  pov/er  of  the  rest  of  the  United  States,    I  believe 
that  your  agriculture  here  can  not  be  maintained  and  should  not 
be  considered  apart  from  the  problcm_s  of  the  rest  of  the  coimtry 

The  incroaced  income  of  the  producers  of  cotton,  wheat, 
tobacco,  corn,  hogs  and  rice  did  not  remain  in  those  parts  of 
the  United  States  whore  those  products  n.ro  grown.    It 
quickened  the  trade,  increased  the  cnployment,  and  stimulated 
the  buying  power  of  your  customers  on  whom  your  prosperity 
depends. 

Nor  do  I  believe  that  the  agricultural  program  shoul.d  be 
considered  as  apart  from  the  general  recovery  program  of  the 
No.tional  Administration, 

For  example,  the  Civil  Works  Administration  expended  up  to 
May  5-1-  inorc  than  5^  million  dollars  for  employment  in  New 
Englcjid,    Grants  of  the  Federal  Emergency  Relief  Administra- 
tion in  New  England,  exclusive  of  Civil  Works  Administration 
expenditures,  up  to  June  15,  were  i\Q   million  dollars.   Farm 
Credit  Administration  loans  to  farmers  in  this  region  up  to 
April  50,  195^^  exceeded  32  million  dollars. 

Such  assistance  from  the  Federal  Government  is  not  m.adc 
simply  for  a  regional  benefit.    It  is  an  integral  part  of  the 
Government's  general  recovery  program,  just  as  the  ^agricultural 
Adjustm.ent  Administration's  woz^'k  is  an  integral  part  and  is  in- 
tended to  contribute  its  share  toward  national  recovery.    But 
because  of  their  proxim.ity  to  the  citios,  end  their  complete 
reliance  upon  consumer  buying  power  in  these  centers,  the  Nev/ 
England  farmers  have  a  direct  and  particular  interest  in 
Federal  expenditures  for  relief  and  craployracnt.    Much  of  the 
money  is  used  either  to  buy  food  for  people  umable  to  pay  for 
it,  or  else  goes  into  payrolls,  providing  more  f^unds  for  pur- 
chase of  things  to  eat. 

New  England  farmers  have  beg-'on  to  feel  the  effects  of  im.- 
provcment  in  the  Industrial  centers  adjacent  to  their  farm.s. 
The  farm  value  of  crops  in  nine  Northeastern  States  including 
Nev/  York,  Pennsylvania,  Now  Jersey,  and  the  New  England  region, 
increased  from  27I1-  million  dollars  in  1932  to  567  million 
dollars  in  1953 •    This  was  an  increase  of  nearly  100  m.illlon 
dollars,  or  more  than  56  per  cent. 

The  factor  of  national  income  is  the  fertile  soil  upon 
v;hich  the  agriculture  of  New  England  feeds.    Farmers  of  New 
England  and  the  other  States  of  the  North  Atlantic  seaboard 
arc  directly  dependent  for  their  prosperity  upon  the  groat 
consuming  centers  close  by,    ^is  factory  payrolls  in  these 
cities  increase,  the  people  have  more  money  to  spend  for  fari:i 
products.    The  dependence  of  farriers  upon  consumer  buying 
power  is  mathematically  illustrated  by  the  fluctuation  of 
dairy  prices  in  close  relationship  vdth  factory  payrolls. 


"^  Z^^' 


And  this  prosperity  of  these  cities  upon  vriilch  you   so  gror.tly 
rely,  is  not  a  thing  o.pnrt.    It  is  dependent  upon  the  purchas~ 
ing  power  of  the  entire  country. 

With  the  loss  of  export  nr.:r:iots  viilch  resulted  from  the 
World  Wcr,  and  vd  th  the  accu.'u]  ation  of  ink'-jni.   '.u:.^p]usos  of 
Irasic  farr.  products  such  at    ootv ■.".;■'!..-  ^;h^ut..  "  o*  ■■  /  id  tobacco, 
prices  fell  to  the  lovest  levclr-  on  :-^.. jor(...    :.-'  ,  effects  of 
loss  of  purchasing  power  gradually  spi  cad  t.o  the  i-est  of  thj 
country.    P'or  a  'tine,  the  farmers  of  Hew  Ingland  and  other 
Northeastern  States  Vifi.  re  comparatively  -"/ell  off,  partly  due 
to  the  fact  that  high  freight  rates  pr  rtcr'.-i.  od  th'.m  Iv.   thc:r 
adjacent  ::i(-:t .-opcl:  oa:  ^narl^Cit,: , 

Bu'G  vacn  the  t  rodi  eminent  of  the  rc£.v  of  jhe  ceunti'y  spread 
to  the  •titles  of  the  Kast,  and  n-hcn  facjoriv-s  D>^,r;an  to  close 
or  cLit  down  their  labor  forces  o.nd  ■'jua^nployncnt  increased  by 
millions,  then  the  farmers  ^'f  L'cw" England  and  i      nearby 
state::  wore  affectod.    Their  r...rkctr  ';uffercde    Unemployed 
pooplv. ;  or  r'JOpDc  ■".'orlring  only  part  tjjno;  hid  loss  money  with 
which  to  bu*  •'arm  ^i:L'fdvcts .    Prices  of  ■'!'•. 'V  "lEngland  fa:'''n- 
product  J  ■".  r.o  dovn .    'The  farm   alu:.  <"  .o.r-.,    jn.  ':!:.!.■  .,  .  •.,;  - 
eastern  Str."os  ■aeciinod  '^O   per  r.o.nt  f:.  im  1S--9  "'^  ■^95'-'»    '^nlr, 
compared  wn tn  a  M  per  cent  decline  wllch  had  been  cxporloncod 
fo?.^  agricultare  a,-;  a  v/holc  c 

The  Ag?-iouj.tural  Adjustment  Act  waG  uevlscd  to  restore  the 
pu.rchasing  power  of  farmers;,  as  an  essonciaJ.  part  of  general 
recovery.    It  is  intended  that  the  effect;,  of  increased  pur- 
cha.sing  povirc.'  of  farmers  vnll  be  reflejte.:'.  i.a  increased  employ- 
ment in  the  cit:  cs  as  the  farmers  regain  Sr.j    abijity  to  buy 
goods  (it   m.iJ.ls  and  factories. 

You  know  Vihat  conditions  wore  vriien  the  Act  was  signed  a 
little  morj  than  a  ytjar  ago,    ^'flacat  prices  were  weighed  dcwn 
under  a  586  mil]. ion  bushel  carryover,.    T^:!e  v/orld  cai'ryover 
of  /uncrlcan  cotton  amounted  to  one  yuar's  total  crop»    The 
export  market  for  pork  and  lard  had  virtually  disappeared  as  a 
result  of  foreign  tariffs  and  import  quotas. 

The  Agricultural  Adjustment  Administration  employed  its 
powers  in  a  series  of  emergency  measures  of  great  scope  to 
correct  these  situations.   We  reduced  a  potential  I'J ,'^00,000 
bale  crop  of  cotton  to  15,000,000  bales.   We  signed  up  over 
half  a  million  wheat  farmers  to  make  an  8-m.illion  acre  redr.c- 
tion  in  this  year's  plantings.   We   tackled  the  tobacco 
problem  witl".  separate  plans  for  producers  of  six  different 
types  of  tobacco.    Up  to  June  12,  rental  and  benefit  payments, 
including  profits  on  cotton  options,  totaled  25S  million  dollars. 
Up  to  April  50^  the  Govcrni-.ient  collected  287  million  dollars  in 
processing  taxes,. 

The  vvholi.  prcgr.am  v/as  backec.  '■:s^ ,    noc-  ^rfy  bj   the  .''oderr.l 
Relief  and  Civil  ?/orks  expenditures .  huo  al;30  oy  the  LTOvern- 
mont's  monetary  policy,  the  BR^^   codes  for  labor  and  other 
reoovor'y  m.oasures.    Dollar  devaluation  ha:  been  an  important 
I'a"^t  ■.'!  ".h'.-  reco-;o.ry  ^^lan,    I-  has  lifted  prices  .,  pc  'reticular ly 
Ox'  expert  (ioi.imiodlties  such  ru  cccton  , 

Prom  tl'o  standpoint  of  farmers  of  Nov/  England,  va  th  tlieir 


proximity  t-.o  the  big  Ec^.stcrn  consuming  cent  ore,  and  reliance 
upon  the  buying  power  of  those  urban  communities,  it  Is   proper 
to  ask  \'*icthGr  tlac  Agricultural  ^.djustraent  Act,  and  other  re- 
covery moastireS;,  have  operated  as  we  believed  they  would 
operate.    The  3nm.e  question  has  equal  pertinence  for  farmers 
of  other  Northeastern  and  Atlantic  States,    Has  this  increas- 
ing farm  purchasing  pov/cr,  together  mth  the  other  parts  of  the 
recovery  program,  served  to  stimulo.te  national  economic  im.prove- 
mont?   If  it  has,  and  if  conditions  arc  better  in  nearby 
manufacturing  centers,  then  farmers  in  this  region  are  certain 
to  share  in  the  benefits. 


i^ll  available  evidence  shows  that  a  generol  recovery  is 
taking  place  and  that  agricultural  improvenent  has  been  an  im- 
portant factor  in  nation-wide  revival  of  industry  and  trade. 
Total  farm  income  from  crops  in  1935*  including  rental  and  bene- 
fit payments,  increased  55  P^r  cent  or  morr  thar  i  billion   " '  . 
dollars  over  1952.    This  does  not  include 
ing  vfhc-*^o   quick  adjustments  wore  not  ;.,os,-;l 
off  eel'  of  increased  farm  buying  pow^r.-  h  •  ■ 
improv.  .  ^  business  and  industrial  conc..i\;:.^  ^ 
while  '.x'ucr  the  rise  in  agricu?/ci;-:'al  prici;, 
signs  of  general  business  improvement  app-. 
before  the  cotton  farmers  of  the  South  re : 
mentS;  Increasing  mill  activity  and  cm^  L.\ 
textil..  worivors  anticipated  the  :^  . ".\v.^c ■ '    '  ■' 
By  Apri'-,  ->':?i|-*  weekly  payrolls  i:..  li   \.    ./■• 
million  dor..la:--^s  as  compared  with  '  -~.l'--  ; 
Euildii-^s  a'tx^'i'::/  in  Nov/  Englanc.  i .._  :.,-,,.  , 
expcnuiture  of  nearly  IJ4.  nillio]:i  ^oj.j......'o,  ■ 

million  in  May,  1935* 


\vc;i-ojk  or   dairy- 
r.-.--o-.-able 
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Now  England  factories  turn  out  all  kir  •..■^  of  goods  whi  oh 


are  sold  tlirough  stores  in  the  Midwest  and 
tion  .x"  3al>^s  of  representative  ooncc:--^--j  •■: 
region:  slio'.'s  an  increase  of  iij  ror  con^  li 

This  recovery  in  demn.nd  for  factory  pr 
to  work,  as  the  employment  record  for  your 
Payrolls  have  been  improved  by  the  codes  ol 
recovery  opjration.  In  one  code  for  the  t 
payrolls  were  boosted  160  minium  dollars  :' 
duplicabing  for  the  mill  workers  the  amouv". 
cotton  farmers  in  rentals  and  option  payme:" 


"luth-    A  compila-- 
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Recovery  works  that  wa.y.  The  money  that  gee 
turo  in  the  West  and  South  is  not  hoarded.  It  is 
necessities.  It  goes  into  the  chann.els  of  trade, 
stimulates  business  and  adds  to  employment.  The 
true  of  the  recovery  expenditures  for  public  v;orks 
works  employinont,  and  of  increased  industrial  payr 
NRA  codes.  The  economic  condition  of  the  big  Eas 
which  are  New  England  agriculture's  important  mark 
closely  v/ith  the  national  recovery.  The  more  men 
in  these  cities  have,  the  more  they  will  spend  for 
your  farms . 
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I  think  it  is  of  the  greatest  importance  to  this  region 
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fact  the  nation  should  not  agr.in  invito  tho  dangers  of  a 
prostrate  agriculture.    The  time  has  passed  when  segments  of 
Industry  and  agriculture  can  ignore  their  interdependence. 
Having  shared  tho  penalty  once.  New  England  and  the  East  can 
not  afford  the  cost  to  tlicnsclves   of  a  repetition  of  such  an 
occurrence.   Solely  on  the  basis  of  regional  self-interest, 
the  Northeast  will  bo  wise  to  support  essential  adjustments 
in  the  production  of  baslo  farm  crops. 

You  can  face  the  future  vidth  hope  and  confidence,  so  long 
as  tho  v/holo  country  keeps  on  the  upgrade.    You  should  look 
upon  your  agriculture  here  as  a  part  of  the  nation's  economic 
fabric.    Your  v/elfarc  is  linked  to  the  economic  welfare  of 
the  people  employed  in  the  mills  nnd  factories  of  your  great 
cities}   and  the  roots  of  their  prosperity  in  turn  arc 
watered  and  fed  by  the  entire  nation. 

Nor  should  Nov;  England's  role  in  the  farm  recovery 
program  bo  morclj'"  a  passive  one.   We  believe  you  have  much  to 
gain  in  the  form,  of  direct  benefit,  if  joxx.   will  only  take  ad- 
vantage of  the  possibilities  of  the  ^'.ct,    ;^s  I  said  in  the 
beginning  of  t'lis  talk,  the  Adjust}-.iont  Administration  can  not 
f miction  except  en  the  basis  of  the  cooperative  principle, 
V7e  cannot  and  vd-ll  not  formulate  programs  and  impose  them  upon 
groiips  of  farmers  in  New  Englraid  or  clscv/hcre.   All  of  the 
programs  already  in  effect  are  the  result  of  planning  by  farm 
groups  in  collaboration  vd.th  the  Administration,    The -work 
done  by  tliesc  groups,  and  the  facilities  of  tho  Farm.  Act,  arc 
available  to  you, 

I  want  to  leave  this  thought  with  you  in  closing.    The 
Agricultural  Adjustment  ^^dminl  strati  on  nov/  has  marketing  agree- 
ments or  license  programs  in  effect  or  pending  in  \\i\.   States 
affecting  62  farm  corajiioditios ,    Plans  for  these  originated 
mainly  mth  organized  farm  groups  thcm.solves,    I  believe  that 
is  the  only  v/ay  we  can  m.alco  progress  in  Now  England,   You  have 
real  problems  hero.    The  men  in  this  room  knov;  v/hat  they  arc, 
and  how  to  start  to  meet  them,  better  than  anyone  else  can, 
I  invite  you  to  cooperate  with  us  in  drawing  up  plans,  and  in 
making  them  work.    It  is  local  Interest,  and  local  pressure, 
that  gets  things  done. 


DISCUSSION 


Mr .  King ; 


I  just  wanted  to  say  this,  t-iat  along  about  the  last 
day  of  May  or  the  first  of  Juno,  we  had  a  telephone  call  from 
V/ashington  down  in  Hartford,   The  call  came  for  us  to  como 
down  to  Washington  at  once  as  they  v/cre  going  to  talk  over  the 
tobacco  situation.    It  was  my  privilege  to  go  dovm  there 
v;ith  three  or  four  men.    Incidentally  wo  picked  the  best  men 
regardless  of  po]it-"ical  party,    We  arrived  there  one  morning 
with  a  little  slip  of  paper  on  which  v;o  had  dravni  up  a  few 
ideas,    I  wjiiit  to  say  tliat  before  dark  that  night,  in  con- 


-)^-  /o^ 


jiinction  v;ltli   the  ncn  who   sat   around  that   tabic,    and  \-n.th  a 
little  rioro    coopartlDn        fron  tl\c   people   in   the  rest   of   the 
coiontry^tho    solving   of  that  wJi.oIg   problcn  was   well   started 
inside   of   5^  hours , 

Mr ,    Janning : 

I   v/ant    to    express   riy    ^pp:r       ■.--.  ricr    "'i'    this    opportun- 
ity  of  hearing   Mr.    Davis,    and  I   win-c     ■      :;  .;    x,y^/.\x    I   think  ho 
is   ritj.-it   and   tha"';    thc^   "olan  of   the    •i^;;:':' cul ':■,.-. :,."..   Id ju3tn^:.nt  lA-^ 
ministration   is   tho    ^  nly  hope   In  \}o-u  '.  iiglai'.d  ii.p;riculi 
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Ivir,  Dccring: 

I  corae  from  one  of  those  states  that  Mr.  Davis 
referred  to  that  has  not  yet  had  any  adjustment  work,  the  ocatc 
of  Maine,    I  do  nc  ^  think,  ¥jc ,    Chairman  and  llh? ,   Davis,  th.  ..  it 
is  as  much  a  question  of  scctionali^-ri,  so  far  as  Maine  is  c  ^n- 
cerned  at  Icasfc,    I  think  that  from  the  standpoint  of  tho 
farmers  themselves,  they  sec  their  business,  their  invostmcr'c 
of  a  lifetime,  the  only  business  that  many  dairymen  arc  fitted 
for,  directly  concerndd  in  an  adjustment  program.    They 
realize  that  in  New  England,  for  example,  the  cow  population 
since  1920  has  decreased  7>t,  and  in  the  State  of  Maine  l6%, 
whereas  in  the  rest  of  the  United  States,  it  has  increased  17/^» 
They  realize  that  they  cannot  grov/  wheat,  corn,  cotton,  and 
hogs  on  the  rocky,  hilly,  broken  farms,    They  realize  that 
they  have  been  mooting  real  competition  from  certain  other 
areas,  and  therefore,  they  arc  very  much  concerned  about  any 
adjustment  program,  Mr,  Davis,  that  may  affect  their  business 
adversely.    Yet  I  believe  tliat  a  high  percentage  of  tho  farrors 
in  Maine,  and  I  won't  attempt  to  speak  for  any  other  arcr,  if 
the  dairy  program  had  boon  placed  before  them  instead  of 
certain  dealers  and  other  groups,  v/ould  have  sign.-d-up  on  an 
adjustmxnt  program. 

It   is  my  conviction  that  the  potato  growers  of  tho  State 
of  Maine  vnMl  probably,  without  question,  be  forced  into  some 
form  of  adjustFicnt  program,  in  order  to  protect  their  interests, 
if  this  country  continues  in  adjustment  v/ork.    So  I  do  not 
believe  that  it  is  a  question  of  sectionalism,  I  believe  it  is 
a  question  of  the  business  they  are  engaged  in  that  confronts 
the  farmers  of  Nov/  England,  cjid   tho  absolute  necessity,  as  they 
see  it,  of  m.aklng  no  move  that  in  any  way  will  jeopardize  tholr 
opportunities  in  maintaining  rood  agriculture  in  the  oast.    I 
believe  a  high  percentage  of  the  far^-ors  of  Maine  v/ould  be  in 
favor  of  adjustiiient  programs  in  certain  commodities, 

libc,    Buckingham: 

I  am  wondering  if  agriculture  the  sane  as  industry  is 
not  expecting  the  impossible,  I  think  all  of  us  will  agree 
that  not  only  Now  England  agriculture,  but  tho  agriculture  cf 
the  country  is  in  distress  and  needs  help,  Nov;  it  seem.s  bo 
me  that  what  v;e  arc  expeating  and  what  industry  is  expecting 
is  the  scjnc   thing,   ^JTliile  we  are  agreed  that  both  agriculture 
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cind.  Indvistry  want  help,  the  incllvldual  farriers  on  one  hand 
and  the  Individual  industrioG  on  the  otlier  hand,  all  want  this 
help  witlaout  affecting  their  ov/n  interest,  in  ojiy  v/ay  whatso- 
ever.   I  think  it  is  very  eacy  to  say  tha.t  it  is  a.bsolutoly 
inpossihle  to  affect  any  inprovement  whatever  under  those  con- 
ditions <    I  think  if  we  arc  going  to  get  a.nything  out  of  the 
three  or  four  distressing  years  that  v;c  have  been  through,  v/c 
are  going  to  get.  it  through  the  a.ppreciation  of  the  fact  that 
the  inajor  interests  of  this  country  are  all  interrelated. 
Now  the  speaker  this  evening  mentioned  the  fact  of  the   inter- 
dependence of  industry  and  agriculture,    I  an  pretty  fairly 
persuaded  that  wc  arc  not  going  to  accomplish  anything  in  the 
way  of  a  permanent  inprovcm.cnt  and  pcrnancnt  prosperity  until 
agriculture,  and  industry,  and  labor  can  see  that  their  .  '•■-■'-■.,- 
interests  arc  interdependent  and  can  go  forward  to  pr'^spcrlty 
together  instead  of  trying  to  get  prosperity  at  the  expense  of 
one  of  the  other  groups,    Nov;  I  hr.vo  sa.id  a  great  deal  more 
than  I  intended  to  v/licn  I  got  up,  but  I  am  inclined  to  think 
tha.t  both  industry  and  agriculture  have  got  to  have  something 
done  for  them  that  they  cannot  do  for  themselves  o.t  the  present 
time.   We  have  worked  hard  in  Kow  England  and  in  other  parts 
of  the  country  to  accomplish  things  through  cooperation,    I 
won't  say  v/o  ha.ve  failed  because  I  believe  v;c  have  accomplished 
a  good  many  things.    In  the  present  situation,  cooperation 
v/on't  do  it  because  not  everybody  will  cooperate,    I  air.  in- 
clined to  think  that  New  England  agriculture,  and  when  I  say 
that,  I  include  Nov/  England  dairy  interests,  have  probably 
got  to  submit  to  some 'sort  of  discipline  before  they  can  get 
on  and  avoid  disaster, 

Dr,  Cancc: 

I  want  to  say  one  word  -  o.s  a  matter  of  fact  I  agree  v;ith 
the  principles  that  v/cro  laid  down,    I  cannot  say  that  I  am 
certain  that  the  plan  of  the  ..'^gricult'oral  Adjustm.cnt  Adminis- 
tration vd.ll  work  out  to  the  advantage  of  all  of  us  or  to  the 
advantage  of  0.II  agriculture,  but  the  principle  that  has  been 
laid  dovm.  of  coiorse  is  good,   V/c  used  to  speak  of  those  people 
who  were  scctionally  m.indcd  as  wandering  about  under  the  motto: 
"I  and  my  wife,  m.y  son's  daughter  ojid  his  v/ife,  us  four  and  no 
more,"   New  that  of  course  is  one  idea  and  as  economists-  ^ 
wc  began  with  ourselves,  and  the  first  interest  wc  had  was  the 
interest  of  our  own  families.    Our  next  concern  was  the 
school  districts  of  our  neighborhood, 

I  do  not  think  that  v/c  are  sold  vn.th  that  idea  as  a 
whole  in  agriculture  and  I  agree  with  Mr,  Buckingham  that 
v/e  mxUst  see  things  in  a  large  v/ay,    I  do  not  tliink  that  all 
farmers  need  to  do  it.    I  do  not  tiiin_k  that  everybody  needs 
to  thlnJk  of  it  in  these  large  tcrm.s.    Most  of  us  follow  blind- 
ly along  from  day  to  day  v/ithout  directions.    If  v/e  have  two 
ideas  out  of  a  hundred  v/c  do  very  well  jbut  I  do  believe  that 
the  leadership  of  Now  England  should  encourage  development 
of  the  imagination  of  dependence,   I  think  it  is  really  a 
matter  of  im.agination,    I  am  against  international  terrriS 
and  so  it  is  easy  for  nc  to  think  in  national  terms.    I 
think  that  is  a  matter  of  imagination. 
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I  ai'v  very  sure  that  wc  have  some  excuoo  In  that  wc  do  not 
■understand  just  what  the  Govornncnt  has  in  mind  -  just  vdiat 
the  A,  A.  A,  means  in  the  long  run.    It  seems  as  if  v/c  are 
very  creatly  in  need  of  knowing  just  where  this  is  to  carry  us 
in  the  future.   We  need  a  national  plan.   Wo  need  to  know 
where  we  arc  going  and  v;hat  the  goal  finally  is,   A  good 
many  of  us  are  quite  confused  at  the  present  time.    I  think 
we  are  v/illing  to  follow  the  dictates  of  the  men  in  Washington 
to  the  farmers  around  the  country,  but  v:e  do  need  a  chart  to 
tell  us  just  where  wo  arc  going.   The  natter  of  developing 
a  program,  and  a  policy  arc  things  which  will  help  us  in  coop- 
crating  with  the  A,  li.  A,  and  with  the  program  in  effect. 


Mr,  Smith: 

I  had  a  question  that  I  v;anted  to  ask  Mr,  Davis,    I  had 
the  impression  that  the.  A,,  ^x,.^  J. ,  prograi'^  in  regard  to  cotton 
did  not  pan  out  quite  rife^ "Wad"" planned  on  and  I  wonder  if  Mr, 
Davis  would  repeat  just  vmat  he  said  about  the  curtailment 
in  the  production  last  year, 

Mr ,  Davi  s : 

The  cotton  price  has  been  running  rou:;;hly  about  twice  as 
much  during  the  current  season  as  it  was  when  we  undertook 
the  1935  Code  Control  Program,    Novi;  it  happened  to  hit  one 
of  those  combinations  of  e:xtrcmely  favorable  production  years 
do\'vn  south  last  year.   The  Bureau  of  Crop  Estimates  gives 
the  southern  cotton  farmers  credit  for  having  taken  out  of 
production  10,000,000  acres  and  having  reduced  the  production 
from  17  1/2  million  bales  to  around  I5  million  bales.    I 
quote  that  from  the  Bureau  of  Livestock  Estimates  as  the  only 
thing  wc  have  available.    Nobody  can  tell  definitely  v/hat  the 
crop  may  have  been.   As  a  matter  of  fact  I3  million  bales 
v;a3  a  large  crop,    Wc  are  told  by  the  statisticians  that  it 
viras  about  \\   l/2  million  bales  less  than  if  they  had  not  had 
the  1955  program,  and  the  price  of  cotton  doubled.   Now  of 
course  the  1933  program  was  follov/cd  immediately  by  the  193^ 
program  which  was  then  in  effect.    Ninety- three  percent  of 
the  cotton  production  was  signed  up.    The  Department  of 
Agriculture  did  not  suggest  it,  and  it  was  not  tried  out,  un- 
til wc  had  a  good  chance  to  sec  how  it  would  work.    Now  I 
think  what  v/as  in  your  mind  was  the  Bankhcad  Bill,    The 
members  of  Congress  from,  the  south  wanted  this  cotton  control 
act.    The  Bankhcad  Bill  was  enacted,  so  that  Congress  thought 
that  the  production  control  progrojii  had  been  successful.    In 
my  judgment  this  year  would  have  shown  appro xim.atcly  the 
amount  of  reduction  that  the  southern  cotton  growers  themselves 
wanted  to  sec,  assuming  normal  weather  conditions  v/hich  they 
did  not  have.    Last  year  was  a  pretty  good  cotton  year  and  v/c  . 
had  a  good  crop, 

Mr,  Smith: 

I  thought  that  the  I7  million  bales  you  spoke  of  v/as  the 
crop  for  the  preceding  year. 


J/J 

Ivir,    Davis: 

About  93/'°  IS  the  acreage  signed  up, 

I,Ir,  Woodv/orth: 

It  has  been  Interesting  to  v/atcli  the  trend  of  thought 
of  our  eastern  farmer  neighbors.    It  scons  to  mc  that  In  I928 
and  '29  our  eastern  farm  people  did  not  realize  fully  that  \f/c 
are  closely  tied  to  the  agriculture  of  the  country.    In  fact 
the  agriculture  of  the  coiontrjr  in  the  south  had  been  in  bad 
shape  for  a  number  of  years.    But  we  did  not  feel  tliat  Vire 
v/cre  directly  interested.    It  scens  to  r:o  that  the  depression 
has  taught  us  one  thing,  that  conditions  in  other  sections 
directly  influence  us  here,    I  know  that  in  travelling 
around  Nov/  liar.ipshire  I  hoar  farn  people  expressing  themselves 
in  those  terms.    I  do  feel  that  soiac  groups  here  in  the  east 
will  learn  that  they  nay  be  nunbercd  as  bystanders  in  a 
struggle.    The  fellow  on  the  sidelines  nay  get  hurt  a  little 
norc  than  the  fellow  v;ho  is  in  the  field.    Take  for  instance 
the  case  of  our  poultry  industry.    Our  poultrynen  realize 
that  the  T7ay  this  thing  v;ill  work  out  will  bo  higher  prices 
of  grain,  and  they  are  very  seriously  concerned  that  there  nay 
be  a  lack  of  an  organized  market.    If  it  is  not  so  organized, 
if  the  price  relations  arc  unf o.vorablo,  a  man  can  be  wiped  out 
in  three  or  four  nonths.    The  out  of  pocket  expenses  in  the 
purchase  of  feed  are  so  large  that  a  nan  nay  find  hinsclf 
rather  hard  struck.    Their  rav/  natcrials  nay  rise  in  price, 
and  the  egg  and  poultry  prices  nay  lag. 


The  Thursday  morning  session  began  with  the  following 
paper  by  R.  B.  Corbett,  Extension  Econonist,  United  States 
Department  of  Agriculture  and  Rhode  Island  State  COfLlege* 

THE  FUTURE  OF  THE  DAIRY  INDUSTRY  IN  NEW 

ENGLAND 

The  Market 

Econoinic  prophecy  is  not  an  entirely  harmless  Indoor 
sport.    Sometimes  people  take  rcuch  forecasts  seriously. 
Even  if  the  forecast  is  not  taken  seriously,  there  is  alv/ays 
a  kick-back  on  the  prophet  if  time  proves  he  was  wrong. 
Certainly  a  discussion  of  the  future  of  the  nilk  narket  in  Now 
England  cannot  bo  undertaken  with  any  degree  of  certainty  or 
confidence . 

Any  worthwhile  approach  to  this  subject  involves  a  state- 
ment of  the  goals  or  objectives  of  the  r.iarkct.    The  narket 
cannot  be  discussed  entirely   independently  of  production. 
In  spite  of  the  risk  of  trespassing  on  the  ground  allotted  to 
other  speakers,  a  statement  of  the  goal  for  milk  production 
in  New  England  is  recessary  at  the  out- set.    Any  sound  goal 
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for  nllk  production  nuat  agree  with  tlac  goal  of  the  lncLivld.Tj.al 
nllk  producer , 

The  farnor  Is  intcrcstod  In  that  nllk  production  which 
will  give  hin  the  beet  possible^  return  fror.i  his  farr.i  o.s  a 
\7h0l0  over  a  period  of  year 3.    His  objective  is  the  Gaiic  as 
cver-r  other  man,  viz:  to  furnish  himself  and  his  family  a  hone 
and  a  reasonable  standard  of  living. 

Again  and  again  leaders  in  Nov/  England  have  stated  that 
the  goal  siiould  be  to  produce  all  the  fluid  milk  ond  all  the 
fluid  crcai:i  t'lat  Now  England  demands,   'Siy  should  a  proposal 
based  on  some  quantity  goal  stop  here?   ^.'Jliy  not  also  Include 
all  the  butter?    It  is  obvious  that  New  England  dairy  fp.rmers 
cannot  afford  to  produce  milk  to  be  used  for  butter  purposes 
on  a  25  to  30  cent  butter  market.    Since  the  butter  m.arket  is 
virtually  world-wide,  there  scons  to  be  no  way  of  controlling 
the  butter  prices  short  of  controlling  world  supply  and  demand 
conditions.    The  farmer  as  a  biislncss  m.rn  has  no  interest  in 
reaching  any  goal  based  on  quantity  of  product  alone.    The 
goal  in  \i3Tich  he  is  interested  is  definitely  associated  v/ith 
his  welfare,    'Ic  is  interested  in  the  most  profitable  milk 
production  on  his  farm  and  the-  Hew  England  goal  should  be 
tha.t  production  v/hich  is  most  profitable  to  its  dairy  farmers. 

The  second  objective  of  the  farm.er  is  a  stable  market  for 
al  1  of  his  m.ilk  every  d.ay  in  the  year,    "Market  stability"  is 
referred  to  so  often  tliat  it  is  nearly  threadbare,  but  it  does 
mean  the  existence  of  a  number  of  factors  vmich  arx;  ^  hi^^iJ.ily 
importont  both  to  the  v/elfare  of  the  individual  farm_er  and  to 
his  milk  marketing  organization. 
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The  consi-imer  also  desires  certain  things  from  the  milk 
market.    First  and  foremost  the  consujuer  is  Interested  in  a 
safe  milk  supplj''.    Milk  is  a  child's  food  and  i."  involved 
with  the  instincts  of  parental  protection.    Above  all  else 
it  must  be  clean,  safe  riilk»    T'.is  means  production  near  the 
market.    It  also  means  inspr,ction,    A  man  who  wishes  to 
produce  milk  for  a  large  fluid  r.iillc  market  and  does  not  r-::pect 
to  be  inspected  by  a  health  department,  is  a  modern  Rip  Van 
Winkle,    A  safe  milk  supply  m.cans  lev;  bacteria  counts,  satis- 
factory sediment  tests,  good  keeping  quality,  and  other  factors 
which  show  that  the  milk  is  clean  and  pure. 

The  consui'.ior  is  interested  in  price.    The  consixr:ier  wants 
to  pay  the  lowest  price  possible  and  still  get  fresh,  safe' 
milk.    The  consuriOr  seldom  becomes  vocal  on  price  matters, 
Follticians  have  sometimes  tried  to  use  the  consum.er  and  the 
milk  market  as  a  means  to  their  ends.    Usually  such  action 
has  proven  a  deadly  bocm.crang.    In  some  cases  nev/spapers 
have  atteripted  to  help  someone  politically  or  have  attempted 
to  biiild  circulation  through  the  use  of  milk  stories  aimed 
to  stir  the  public.    Pew  of  these  attempts  have  proven 
satisfactory  to  their  initiators. 

The  distributor  has  just  one  objective  at  present  and 
that  is  to  survive.    Most  distributors  appreciate  tJiat  in 
order  to  do  so  they  m.ust  furnish  a  high  grade  preduct  and 
give  efficient  service.    It  is  claim.ed  that  milk  distribution 
has  not  yet  ]iad  the  house  cleaning  wliich  has  taken  place  in 


r.iany  other  industries ,    Inefficient  r.nd  high  cost  distributors 
arc  bcin^  rapidly  clinirated  fror."  the  rarkct.    The  executive 
head  of  a  large  and  efficient  distri":uting  business  recently 
said  that  distributors  c.juld  not  expect  to  nako  money  during 
this  period  cf  readjustiTient ,    They  rmst  do  a  better  job  than 
ever  before  at  no  profit  to  ttioinsclvcs,  in  the  belief  that  the 
future  v/ill  be  satisfactory. 

If  these  are  the  goals  of  the  three  elements  In  the  milk 
business,  what  can  reasonably  be  expected  in  the  future?    It 
must  be  sold  clearly  and  emphatically  Vrv.t   there  v.dll  be 
organized  marketing.    This  is  vrorth  saying  even  in  New  England^ 
There  have  been  a  number  of  r:arkets  in  the  United  States  and 
some  in  I'lcw  England  in  which  the  future  of  the  existing 
organizations  was  much  in  doubt.    Should  any  of  these  break 
dov,n,  there  v;o\ild  soon  be  a  new  organization.    An  experience 
with  no  m.arlcetlng  organization  w/uld  quickly  drive  producers 
into  another  orgcuiization,    L'ilk  marketing  organizations  are 
here  and  here  to  stay. 

There  vn.ll  be  greater  sta.blllty  in  future  milk  markets. 
In  obtainijig  this  stability,  the  first  step  will  bo  a  sales 
plan,    Miatever  that  pla.n  nay  be,  it  v/ill  involve  many  elo-  ■ 
ments  of  the  present  classified  ijrices  ano  -f  he  so-called 
base  and  surplus  plan.    The  base  and  surplus  plan  is  being 
severely  attacked  by  m.inorlties  everywhere,  but  milk  markets 
v/ill  not  go  back  to  conditions  such  as  exist  in  the  produce 
markets.    For  cxan:plc,  in  a  produce  ruarket  the  speaker  has 
scon  summer  squash  becom.e  so  valueless  that  farm^crs  wore 
throv/lng  them  at  one  another.   Yet  on  that  market  that  day 
considerably  more  than  half  of  the  summer  squash  could  have 
been  sold  at  a  price  v/hich  v/ould  have  paid  for  harvesting  and 
trucking  to  the  m_arket.    Because  there  v;crc  a  number  of  boxes 
of  squash  v/hich  could  not  bo  sold,  the  v/holo  supply  becranc 
v/orthlcEs.   \7e  vd  11  not  return  to  such  conditions  in  milk 
marketing.    There  must  be  a  sufficient  daily  supply  so  that 
people  do  not  go  v/ithout  milk.    This  means  that  there  must 
be  available  all  of  the  milk  vAiich  is  needed  in  fluid  form 
and  a  necessary  extra  amount  to  take  care  of  a  sudden  change 
in  demand.    This  necessary  extra  am.ount  cannot  set  the  price 
for  the  entire  market  as  the  "extra"  amount  of  squash  did. 
V/liatever  the  plan,  it  vd.  11  give  the.  farijcr  a  price  above 
surplus  and  yet  furnish  the  necessary  surplus.    The  plan 
v/ill  tend  to  furnish  a  more  even  supply  throughout  the  year 
so  that  there  v;ill  not  be  excessive  amovints  of  surplus  at 
certain  seasons.    It  v/ill  contain  these  features  regardless 
o.f  v/hat  else  it  ?".iay  contain. 

This  plan  is  going  to  be  used,  not  abused.    Much  of  the 
present  fault  finding  is  aimed  at  the  abuse   of  the  plan. 
The  use  of  this  plan  vdll  mean,  first  of  all,  a  knovai,  defi- 
nite price  to  producers.    The  past  decade  has  been  great 
strides  I'ade  in  this  direction,  but  the  market  is  g'dng 
fartlier  because,-  prodUuCers  ca^anot  have  a  satis.factory  and 
definitely-knov/n  price  and  still  have  each  distributor  paying 
on  an  independent  percentage  of  surplus.    The  prophecy  is 
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F.ado  t;iat  milk  r.iarkcts  \7lll  CYcntuolly  adept  the  principle 
of  cqLiallzation  v/lilch.  means  that  pajrmcnts  vdll  bo  riado  to 
producers  on  the  market  surplus  rather  than  the  surplurj  for 
any  Individual  milk  company.    The  Federal  licensoa  arc  going 
a  long  v;ay  toward   catabliahing  thio  principle.    Equalization 
may  not  immediately  succeed  in  all  markotc  and  it  may  be 
m.odificd  and  ac'.justcd,  but  the  ti-ie  r/ill  come  v;hon  it  In   a 
definite  part  of   organized  milk  ];iarkcting.,   Th.c    evidence  in 
some  markets  aho^.vs  that  thore  hae  been  ac.  much  aa  tv;o  ccnta 
per  quart  difference  betveon  the  price :j  paid  far:ners  by  dlffi.r- 
ent  companie.:;;,  sii.iply  because  one  company  was  carrying  more 
t.han  its  share  of  the  surplus  and  another  com.paiay  r;as  shirking 
its  share  of  the  surplus.    Without  cqualizatjon  It  is  often 
good  policy  for  a  coFipany  to  drop  producers  vAicn  it  has  a 
sufficient  surplus.    This  m.akcs  the  company's  "pay-price"  in 
the  ccantry  attractive;,  enabling  it  to  get  the  best  producers 
and  thorofore  a  h.igh  quality  supply.   ht  the  sa:;ic  ti?nc  the 
market  as  a  v/hole  is  dsjiagcd  bccatise  producers  have  been 
dropped  and  "I'jose"  milk  is  thro'.vn  on  the  market.    The  tire 
vd.  11  come  vvhcn  m.illc  com.panie.-i  can  no  longer  shift  the  siu^plus 
burden  to  their  benefit  and  the  benefit  of  a  few  prodiacers  at 
the  expense  of  the  rest  of  the  m.arkct, 

A  knovai,  definite  price  to  producers  also  m.eans  that  there 
will  be  a  thorough  audit.   Milk  sold  as  Class  I  will  be 
pa.id  for  at  Class  I  prices.    The  tiiiie  m.ay  not  be  far  distaat 
when  some  agency  not  directly  responsible  to  either  producer 
or  distributor  will  ma]:'-  the  audit  sn.d  see  th:it  the  rocog- 
nizod  plan  of  sale  is  put  into  full,  operation, 

A  third  step  in  obtaining  a  knov/n,  definite  price  to 
producers  mxa:'is  full  fi?aaaiciai  responsibility  for  all  dealers. 
To  be  sure,  such  cs.ses  are  exoeptlor.s,  but  tJiero  will  be  an 
end  to  the  farmer  going  withou.t  his  money  m.onth  after  r.onth, 
finally  dropped;,  and  a  new  producer  started  in  the  ssLme  tread 
mill. 

In  this  knovaa  price  there  wrlll  be  adequate  differentials. 
Differentials  which  tend  to  reco.;_,ni;::e  the  r^any  factors  in- 
volved betv/een  the  m.an  close  to  the  misrket  and  the  man  far 
from,  tlie  m.arket  will  be  established,    Buttorfat  differentials 
vail  closely  approximate  that  smoiuit  of  m.oney  which  allows  a 
farmer  to  increase  the  buttorfat  content  of  his  milk  and  not 
lose  m.oney  by  so  doing.    It  is  entlreljr  possible  that  m.uch 
of  the  testing  for  bi;tterfat  v;lll  be  placed  in  the  hands  of  a 
third  party  vAio  is  hired  both  by  the  producer  associations 
and  the  dealers,  rather  than  the  dealer  doing  the  testing 
and  the  association  checking  as  often  as  facilities  allow. 

In  general  there  will  tend  to  be  less  ''horse  trading". 
There  wil].  bo  still  more  careful  attention  to  the  deductions 
w^jich  are  made  from  the  fa..rmer's  price,    x'i.ll  of  those  things 
will  tend  to  bring  about  stability;,  vail  tend  to  further 
organization,  and  mil  tend  to  give  the  producer  a   greater 
confidence  in  his  malk  m.arket. 

In  some  m.arkets  these  points  v/ill  mean  real  iriprovements , 
In  other  mar>:ets  they  are  closely  approximated  at  the  present 
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tine,   Nov;  England,  markctc  arc  well  In  advance  of  the  r.iarkotc 
in  i.iany  other  parte  of  the  coimtry,  but  there  arc  galno  which 
can  be  nade  along  the  go  linen. 

It  ic  logical  to  c::pect  that  thcce  changes  vn.  11  cone  in 
the  relatively  near  future  bocaucc  there  liave  been  yearc  of 
v/orking  and  striving  to  obtain  then.    Our  cooperative  acoocia- 
tlonc  nust  be  given  the  credit  for  thin  work,   Alco  there 
arc  cevcral  new  factors  in  the  nituation  which  nakc  tjieac 
predictions  reasonable.   First  of  all,  the  A,  A,  A.  has  25 
licenses  nov/  operating  I'n  narkcts  and  there  are  nany  noro 
narkcts  which  arc  giving  tjio  licenses  careful  considerations 
and  their  contents  considerable  publicity.    Many  persons  are 
receiving  a  liberal  education  in  nllk  narketlng.    Secondly,, 
there  are  i-iore  than  a  dozen  state  r.iilk  control  boards  and  a 
nui'.ibcr  of  others  in  prospect  which  are  giving  the  nilk  busi- 
ness a  public  presentation  which  it  has  never  had  before. 
In  sonc  places  the  licenses  Yn.ll  undoubtedly  have  their  diffi- 
culties,   Sonc  of  the  State  Control  Boards  v/ill  prove  ineffec- 
tive, and  sono  nay  entirely  failj   but  in  any  case,  the 
reasons  for  success  or  failure  will  bcconc  fairly  v;cll  knov^n, 
0-ut  of  oJ-1  the  agitation  will  eventually  cone  inprovcnonts 
in  nilk  narkcting. 

Mention  v;as  nade,  at  the  bcgi?.uiingj,  of  the  goal  of  nilk 
producers  in  New  Englaiid  .    It  was  stated   aat  the  f arner  v;as 
not  interested  in  setting  up  a  volunc  goax  and  nothing  else, 
Lnthls  connection  it  should  be  said  that  it  soens  likely 
that  ]Mc\¥  England  will  supply  all  of  the  fluid,  nilk  and  all  of 
the  necessary  surplus  of  fluid  nilk  for  nany  years  to  cone, 
Consuners  vdll  see  to  it  that  New  England  farners  are  kept 
in  the  fluid  nilk  business, 

Wliat  has  been  said  so  far  touches  on  the  long-tine 
devolopncnt  of  the  narkot.    Attention  nust  be  given  the 
innediate  co^.ipotitive  situation  in  Boston. 

During  the  past  two  weeks  the  Dairy  Section  of  the  A, A. A, 
has  nade  s.  survey  of  distribution  in  the  narket.    Mr, 
Lauterbach, Chief  of  the  Dairy  Section,  spent  tv/o  days  in 
.Boston,    In  addition, considerable  tine  was  spent  in  studying 
in  detail  conditions  in  the  inarkot.    This  study  showed  that 
practically  everyone  v/as  in  accord  mth  having  a  fixed  and 
knovm  producer  price  such  as  is  established  by  the  Federal 
license , 

The  surve;,'-  shov/ed  also  that  the  price  conditions  within 
the  narket  were  chaotic  and  that  w.hile  retail  prices  wore  bad, 
the  v;holesalc  situation  was  nuch  worse.    The  tv/o  sorest  spots 
in  the  narket  were: 

1,  Differential  betv/eon  over-the-counter  sales  and 
house-delivered  sales,  and 

2,  T]ao  price  of  wholesale  nilk. 

On  the  first  of  these  points  sone  ncn  felt  that  there 
should  be  no  over-the-counter  and  delivered  differential. 


others   f(;lt   tli;.t   thiij   dlffcruntir.l    ^ilv-xOC   he   ;,s  hi -]^    --^   p«.' 
The  najorlty    ;.f   the  r^arkot  felt   that   thoy  iroulA  like  to  tf-j' 
out  a   1/  differential.        It  wac    stated,  hj  r^anj^   that   at   th,c 
prcGont   tiLie    rjcuc   nilk  v/o.s    colli-iv;  from  wagons;   at    t!ic    car.h- 
aiid-  carry     price   and   that   sor.io    ctorea  v;crc   delivering  iillk 
at    the    aaiio  price   at  v:hich  it  vrarj   cold   over   the   coiiiitcr.        T]ic 
cxlctin^  dilf ci-ential    in   an  entirely-'-  -unJinovni  q\iantit3=".         On 
the   second  point   everyone  r/arj    in  agrocr^ont   that  prices   v/cre 
ruinously   lo^;/   cvixi   that    there    should  be    cone   v/ay   of  brin-rin;': 
then  fron  their   present   levels. 

The   h,x'.,h,    is   particularly   interested   in   the   Boston 
narkot  because   it  lias   the  narrowest   spread  botv:oon  producer 
price   a.nd  retail   price   of  any  narket   on  which  records   are 
available.        It   appca.rs   that   there   is   a   conpctitivc   deadlock 
which  nay  explode   at   any  tirac.        It   sccnod  wise    to   the 
Adriinistration  to   attcr.ipt   to  relieve   the    situation  by  co- 
operating; with   the  ::a.rket   ai  a  voli;j:atary  basis.        According- 
ly a   three   point  progrcj:!  was    suggcsteil  to    the   liiportant 
disti'lbutlng   i:itercsts , 

The   first   point  was   an  increase   in   the   price    to  the   con- 
sur.ier,    the   Boston  price  being  recognized  as    ll/  delivered  to 
consuincrs,    \7hi]o   tlio  Rhode   Island   State   Control   Board  had 
just    cstabli3h.ed  a   I5/  price    in   one   of   its  narlccts,    the 
Conncctitut    Control   Board  had   a   iJ-i/  price,    and  Kow  York  i'lad 
jhist  novcd   to   a   IJ^  price.        Thus   it   seor.iod  reasonable   to- 
expect   the   Boston  i.iarkct   to  go   to   at   least   12;?^  iinraediatcl;r. 
Coupled  with   tjiis  was   reserved  the   rig}it   on   the   part   of  th.e 
Administration  to  give    sone   portion   of   this   increase    to   the 
producer,    thus   adding    considerably  less    tliaai   a   cent   to   the 
distributors'    spread.        In  comiection  v.dth   this   it   was    suggestr 
ed  ti-.at   an  industry  board  be   established.        First   possibly  0. 
corn'.iittec   for   ("istrihution  alone   w.iich  r^ight   later  becor.10   a 
part   of  a   larger  board   for   the    entire   industry. 

The    second  point  v/as    to   roviove    fr-Vii  the   r^s.rkot   for  a   tine 
one    of   its  most   controversial   conditions,    and    tiiat   is    the 
differential  betv/cen   over-thc-c  .iijater   and  delivered  nilk". 
It  was    suggested  that  until   October  1,    195)-i.,    a  1^  differential 
be   recognized  and   t"\at    every   effort  be  r.iado     to   dcternine   the 
effect    of   an   actual   differential    of   one    cent.        This   ncant   a. 
truce   for   a  period   of  a   little  nore   tkn.n  three  n.onths,    in 
v;hich   the   effect   of  an  actual   one    cent  differential   night   be 
studied. 

The    third   point   was    a   truce    ixi  the   \7h0l0sGlc   war    hj 
establishing  a  v/Iiolcsalc    soliciting  price  which  would  bo 
reasonably  profitable    to   those  Iiandling  v/holesalc   nilk. 
Everyone  ws.s    to   agree   not   to   solicit  new  busi.ioss    at   less    t'.ian 
the   price    established.        It   was   cassui:od   that    avich  a   solicit- 
ing price   v/ould   autonatically  open   the   way   for   the   v/holcsale 
narL:et   to  rise  to  about   the   level    of   the   soliciting  prices. 
Since   the   fear   of  losing  business   v/ould  bo  rcnoved,    dealers 
would  raise    their   prices  into   line   with   the   established 
soliciting   price. 

These   three   -ooints  were   nresented      to   the   inoorto^it   dis- 
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tributlon  factors  In  the  market.    The  incrcaGc  In  prlco  on 
the  hasls  augrcstcd  was  accepted  by  all  hut  one  factor  In  the 
market.   The  truce  tuitil  October  1  tjn  the  one  cent  differen- 
tial v/as  accepted  by  all  but  two  factors  In  the  market.    The 
third  factor,  which  was  United  to  the  v/holcnale  market,  was 
not  of  interest  to  several  who  had  no  wjiolesalc  business,  but 
all  those  v/ho  were  directly  interested  v/ere  willing  to  go 
ahead  on  this  one  point.    Some  did  not  agree  that  it  was  en- 
tirely v/orkablc,.  but  they  v;cre  v;illing  to  try  it. 

The  chance  for  an  industry  board  was  definitely  killed 
when  one  important  element  in  the  market  stated  that  their 
rcpx'csentative  would  never  again  sit  in  conference  v/ith  cer- 
tain other  cleiaents  in  the  marlcct.    This  statem.cnt  definite- 
ly ptit  an  end  to  a  voluntary  indu.stry  board  in  the  minds  of 
most  people  questioned  about  it,    V/ith  the  competitive  situa- 
tion that  exists  no  one  is  v/illing  to  move  -until  all  others 
mil  do  likcT/ise,   The  Boston  r.;ar]cet  rom.ains  at  very  lov; 
retail  prices,  and  with  the  narrowest  spread,  it  is  believed, 
in  the  United  States, 

Something  is  sure  to  happen  under  these  conditions, 
Tlio  ji.A.A,  will  make  every  effort  to  enforce  and  to  hold  the 
present  producer  price.    Certain  elements  in  the  i-.iarkct  arc 
bound  to  find  conditions  such  that  the:/  cannot  survive.    It 
would  seer,  v/lse  at  this  time  to  call  a  tr:  o  on  som.e  of  these 
competitive  sltuati  ais  as  has  been  syg2eaT,cd,and  allow  a  ^  - '-- 
spread  V7}ioroby  the  reasonably  efficient  operators  in  the 
market  can  continue  in  business. 

If  the  worst  aliould  happen  and  the  Boston  milk  market  go 
entirely  to  pieces,  there  is  every  chance  that  it  v/ill  bo  a 
long  pci'icd  before  stability  is  again  secured,    Llilk  produc-;..- 
crs  are  not  in  the  mood  to  stand  this.    The  chances  are  they 
will  demand  and  obtain  somie  drastic  action  wMch  v/ill  elimi- 
nate this  destructive  competition,  p  ssibly  for  all  time. 


Tho"Production"  aspect  of  tJiis  subject  v/as  discussed  as 
follows  by  Donald  W.  Reed,  Extensf.cn  Farm  Management  Economist 
of  the  University  of  Llaine. 

Probably  the  logical  approach  to  a  discussion  of  future 
dairy  production  in  Now  England  is  a  review  of  production  o' 
during  prcvio\.i3  years.    Estimates  by  the  U.  S,  Department 
of  Agriculture  of  cow  numbers  arc  available  by  states  since 
1905,    The  chart  shov/s  roughly  that  Vermont  has  increased 
cov;  numbers  and  that  Maine,  New  Hampshire  and  Massachusetts 
have  decreased,    I  am.  considering  these  four  New  England 
states  only,  because  the  discussion  is  centering  around  the 
Boston  market . 

In  each  state  cow  numbers  have  followed  the  usual 
cycle.    In  Vermont  the  high  of  1923  was  higher  than  the 
high  of  1907  and  the  high  of  I953  was  higher  than  the  1923 
peak,    Tlic  lev/  of  I9I4  v/as  lov/er  than  the  low  of  I929.    In 


Mcinc,  Now  Hainpchirc  and  Mr.ssr.chusotts,  tlicru  wore  sli^.iit  In- 
creases during  that  period.    Cow  niKiljors  In  the  entire  United 
States  increased  frcn  approxiriately  I7  r^illion  in  19O5  to 
over  26  nillion  ori   Jantiary  1,  193^» 

Cow  nixnbers  do  not  always  indicate  the  available  produc- 
tion for  sale.    In  Penobscot  County,  Maine,  the  nuribcr  of 
GOVT'S  have  decreased  in  about  the  saino  proportion  as  in  the 
state  as  a  whole,    Kenneth  Haskell,  a  graduate  student, 
inade  a  detaile.l  stu-ly  of  cow  nunbcrs  by  towns  sine  19OO 
as  reported  by  the  State  Board  of  Assessors,   V-Tien  the  toirns 
v^hich  have  enjoye.T  a  nilk  narkct  throuf,h  coujitry  stations 
shipping  nilk  to  Boston  v;cre  grou.pcd  and  coinpared  r.'ith  the 
other  tov.'ns  in  the  coi.;ntry^  all  the  decrease  in  cow  nunbcrs 
occurred  in  the  back  towns.   ,  Of  course,  cov/  population  in 
tovm.s  with  a  r.illk  narkct  fluctuated  v/ith  the  regular  dairy 
cycle  but  each  peak  v/as  as  liigh  as  the  previous  peak.    It 
scons  safe  to  asstmc  that  this  sane  situation  is  also  true 
throughout  Maine  and  Hew  Hpj-ipshirc,    I  don't  believe   there 
has  been  a.ny  decline  in  the  supply  of  nilk  available  for 
the  Boston  narkct  in  cither  state.    The  situation  nay  be 
sonewhat  different  in  Massachusetts  in  that  shipped  in  i.iilk 
is  taking  the  place  of  sone  nc.arby  production. 

Future  narkct 3  will  doternine  future  production,    A 
study  of  the  receipts  of  nilk  and  crean  at  Boston  since  192I 
as  rc;,'jortcd  by  Massachusetts  Departnent  of  Public  Utilities 
shows  that  receipts  of  nilk  fron  Vcrnont  increased  IO9  per 
cent  fron  I92I  to  1953*  increased  I|.7  1  cr  cent  fron  Now 
Hanpsiilrc  and  decreased  18  per  cent  fron  Maine,    The 
receipts  of  nilk  and  croan  both  conputed  on  a  nilk  equiva- 
lent basis  increased  i|.5  per  cent  fron  Vernont,  9  pc;!''  cent 
fron  Hew  Hanpshire  and  decreased  Ij.6  per  cent  fron  Maine, 
These  changes  in  receipts  at  Boston  do  not  follow  changes  in 
cow  nuinbers.    The  decline  in  cow  n-onbers  in  Maine  ?jid  New 
Hanpshire  have  been  about  the  scjne  when  receipts  of  Mo.ine 
nilk  and  crecxi  declined  I4.6  per  cent  while  Ilev/  Hanpshire 
increased  9  P^r  cent.    In  1935-  nilk?^-®<^?'§-P'^§  fron  Maine 
anounted  to  55^  of  total''^,^^  ^'?  on  a  nilk  equivalent  basis 
and  New  Hojnpshire  "JZ^o, 

Personally,!  have  about  given  up  the  drean  of  New 
England  supplying  Boston  with  all  its  nilk  and  crecan.    Last 
year,  crean  shipnents  fron  the  west  on  a  nilk  equivalent 
basis  anounted  to  20  per  cent  of  all  the  receipts  of  nilk 
and  crean  at  Boston,    It  seens  to  ne  our  problen  is  one  of 
always  being  in  a  position  to  supply  Boston  v/ith  all  the 
nilk  needed.    Last  year,  Maine  shipped  as  crean  I6  nillion 
quarts.  New  Hanpshire  10  nillion  quarts  and  Vernont  87 
nillion  quarts.    The  real  qiiestlon  is  : 

1,   How  long  v/ill  that  supply  be  available  if 

it  is  paid  for  on  a  crecn  basis 

conparablo  with  the  price  of  western 
crean. 
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2,   How  qv.lckly  can  this  crccan  supply  be  changed  over 
to  a  r.'lll:  "basis  and 

5.   PIov/  profitably  can  it  bo  assembled  and  shipped 
into  Boston, 

So  far,  Nov/  England  crcan  has  been  handled  on  a  little 
higher  price  ba^is  than  v/estorn  crear.i.    If  this  potential 
surjply  of  milh  is  preserved  txntil  such  time  as  needed  for 
fluid  consuanption,  it  vdll  be  necessary  to  continue  to  pay 
more  for  it  than  v/o stern  crcar:  can  be  purchased  for. 

Of  course  the  farnors  in  llcv;  England  now  supplying  crca2".i 
arc,  in  nany  cases,  located  farther  fron  shipping  stations 
th.an  those  supplying  inilk  and  their  herds  are  sinaller.    In 
Maine,  both  the  Hood  atid  I'Kiiting  Conpanies  novvf  operate  plants 
on  a  crear.i  basis  wijlch  could  be  changed  over  to  nilk.   These 
plants  arc  in  good  areas  and  could  bo  operated  on  a  iriillc 
basis  o.s  well  as  sorie  of  the  plants  now  on  a  r.iilk  basis, 

George  Dov/  of  the  Agricultural  Experincnt  Station  re- 
cently published  in  Bulletin  ^67  a  description  of  the  herds 
supplying  nilk  and  crcan  to  plants  shipping  out  of  state. 
In  the  r.iilk  plants,  the  average  niuiber  of  cows  per  herd  was 
8,5  and  in  the  crean  jjlants  7*5  •    '^'-C  dair^T.icn  selling 
crear.i  reported  that  they  could  stable  Ij.."  cows  and  feed  5 
nore. 

In  ^conclusion,  let  no  suggest  that  future  production 
of  nilk  for  fluid  sale  will  be  a:.iple  to  supply  New  England's 
needs  for  many  years  to  cone  if  the  dairynen  now  selling 
croatn  continue  to  have  a  market  and  receive  a  high  .enough 
price  to  keep  then  in  business.    It  will  probably  be  necessa- 
ry for  the  nilk  conpanies  to  operate  crean  plants  and 
purchase  Nev^England  crean  at  prices  somewhat  higher  than  it  Is 
necessary  for  then  to  loay  for  western  crean  of  equal  quality, 
I  believe  tlie  follov/ing  of  such  a  policy  to.  11  be  beneficial 
to  the  nilk  conpanies  and  it  certainly  v/ill  be  to  New 
England  as  a  whole. 
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"The  liTrturo  oi  the  Dairy  Industry  in  Nov;  Snglcjid  'wa;j 
discussed  by  R.  D„  Aplin  ,i..^'.si3tant  Adninistrator  of  tlie 
Boston  Kill;  l!arl'ct  Licon?^C;  f  roir:  the  angle  cf 

"COMPETITIVE  SUPPLY'' 

All  inaivic/aals  cv   [^vovgz   of  indivldualt!  7;ho  arc  on- 
Paged  1:1  the  sra.:c  lino  of  biislne&s  are  m  corapotition  'Vi  th 
oa.ch  other.,    The  degree  cf  eoiiipetition  nay  be  I'ogulatod  to 
sor.ie  extent  taro-'.i,[;,h  the  adoption  hy  groups  of  code  J  of  ethics 
(.r  ruiee  of  fair  practxcc  which  are  dcsi.giiod  oo  enable  all  of 
the  competitors  within  the  group  to  ohta:.n  relav.ivoly  higher 
roturrici  froLi  their  business.    Such  ^roun  ccbion  within  a 
tuslnoss  for  the  mutual  benGf:i.t  of  a].l  ohose  engaged  in  :  t 
raises  eor.iTjotition  to  a  higher  planu  eat  decs  net  remcvo  it„ 
Govornjrental  actioji  nay  restrict  or  lii::ir,  ooTnputitxt.;n  by 
erecting  certain  artificial  barriers  such  as  tariff?:,  or  jr- 
spoction  j;  ecuironents ,   LTvi1_o33  there  are  sound  econov.'.ic 

baiTiers.,  they  usuclly  tend  to  be  tcr.ip-irary , 


grounds 

for  SU.;h 

In 

coLj.ierci 

f arncrs 

■•ial  agriculture^  th-oso  faiT-iers  or  groups  of 
produce  and  place  on  the  narket  at  the  lowest 
cost  a  product  of  sn:if f iciently  high  quality  to  satisfy  the 
market  demand;,  in  tlic  lon.g  run  captii.re  the  m.arkct  for  that 
product..    It  is  hard  to  maintain  a  market  price  much  above 
t!..o  cost  of  producing  the  coinmodit^'-  by  the  more  efficient 
units  engaged  in  the  business  ,    Oftentimes,  the  price  may 
bo  below  oven  the  cost  of  production  of  tJais  group,  in  which 
case  they  are  the  ones  wMch  survive  longest  since  their 


o 


losaos  arc  sriallcr  tlian  those;  of  t'\cir  loss  efficient  con- 
pctltors , 

Within  the  last  one  htinclrcd  years,  Nov;  England  has  scun 
the  prodnctlon  of  wool,  beef,  jiorscs,  h-uttcr  and  chcosc 
largely  pass  from  this  section  of  t]ie  coimtry  to  th.c  Middle 
West  and  elscT/lioro,    The  production  of  cremn  for  Noi?  Eng- 
land's larger  narkets  Is  no\¥  in  the  process  of  shifting  from 
Nov/  England  to  the  Middle  West.    This  shift  started  in  1925 
and  lias  increased  steadily  until  1955 ^  v/hon  approxiuately 
l\l\./o   of   the  receipts  of  cream  at  Boston  car-c  fron  ontsido 
the  present  ml Ik shed. 

Looking  into  the  future  from,  the  standi?olnt  of  competi- 
tive supplies  of  dairy  products  available  for  the  larger 
NcviT  England  markets,  I  think  that  vie   need  consider  only  milk 
which  is  now  entirely  produced  here,  and  cream  v,hlch  is  nov/ 
partly  produced  within  I'lor.-  England,    Also  I  t'.lnk  we  may 
safely  assuino,  without  further  discvission,  that  butter, 
cheese,  and  other  manufactured  dairy  products  will  not  bo 
produced  to  any  large  extent  in  New  England  again. 

As  already  stated,  that  section  of  the  country  or  that 
grouiJ  of  farmers  who  can  produce  and  place  on  the  market  at 
the  lowest  cost  a  product  of  siiff Iciontly  high  quality  to 
satisfy  the  consumers'  demand  will,  in  the  long  run,  supply 
that  product  for  the  m.ar!:et.    This  natiiral  developm.cnt  nay 
be  hindered  for  years  by  artificial  moans,  but  is  likely  to 
prevail  in  the  end.    In  discussing  the  com.potltivo  supply 
of  milk  and  crcrm  for  the  larger  Hew  England  riarkets,  I  am. 
going  to  further  assume  that  so  far  as  physical  ability  Is 
concerned.  It  has  been  demonstrated  that  the  m.iddlc  western 
states  can  produce  o.nd  deliver  to  a  m.arkct  as  far  distant 
as  Boston  milk  and  cream  of  high  quality.    So  far  as  cream 
is  concerned,  tills  is  being  dcm.onstrated  continually  through 
receipts  at  Boston  of  high  quality  cream  from  the  Middle 
West,    Through  the  use  of  modern  equipment  and  transporta- 
tion facilities  such  as  insulated  tank  cars,  it  is  possible 
from,  the  physical  standpoint  for  the  Ivliddlc  West  to  deliver 
whole  milk  of  high  quality  to  Now  England,    This  has  been 
dcaie  experimentally  to  m.arkets  at  least  as  far  distant  as 
Boston  is  from,  the  Middle  West, 

With  the  assujnption  that  it  is  physically  possible  for 
either  section  to  deliver  a  quality  product  to  the  market, 
the  question  resolves  itself  into  one  of  costs.    Data  on 
the  relative  cost  of  prodiicing  milk  in  Now  England  as  com- 
pared with  the  Middle  ¥/est  is   inadequate.    Many  studies 
have  been  made  by  various  state  Institutions  on  the  cost  of 
production,  but  the  figures  between  states  arc  not  strictly 
com.parable,  duo  to  differences  in  the  period  in  vialch  tlic 
studies  were  m.ade,  some  dlffcronce  in  riethods  of  cojriputation, 
etc.    As  a  guide  to  the  differences  in  costs  betv;ecn 
different  parts  of  the  country,  I  am  going  to  drav/  on  flgu.rcs 
obtained  by  the  United  States  Tariff  Commission  in  a  study 
made  in  1926  of  costs  of  production  of  milk  and  cream  for  the 
year  ending  April  50*  1926,   Actual  costs  are  now  different 
due  to  changes  in  tlie  price  level  since  that  time,  but  rcla-  ' 
tlvc  costs  in  the  various  areas  are  probably  nearly  the  sam.e. 
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Tills  study  was  made  by  the  Tariff  Cor:ir;ilsslon  for  the  purpose 
of  determining  the  dlff erence^ln  costs  of  producing  rillk 
and  cream  between  nortlieastern  United  States,  north  central 
United  States,  and  those  portions  of  Canada  ul,:lch  were  tlien 
shipping  milk  and  cream  to  New  York  and  Boston,    For  this 
purpose,  complete  records  of  the  cost  of  production  were 
taken  by  the  survey  method  on  98^-!-  farr.;s  In  the  United  States 
and  197  farms  In  Canada,   1/Vhlle  the  figures  v/ere  u.sed  by  the 
Tariff  Commission  to  deternlnc  differences  •  in  costs  between 
United  States  and  Canada,  they  arc  equally  adaptable  to  a 
comparison  of  costs  betv;een  the  different  sections  in  the 
United  States  in  which  records  were  obtained. 

No  claim  is  made  that  a  strictly  accurate  com_5)arison  may 
be  drawn  from  these  figures,  but  they  do  serve  as  a  guide 
for  this  purpose.    The  study  made  by  the  Tariff  Commission 
determined  the  cost  of  producing  milk  and  delivering  it  at 
receiving  stations.    In  order  to  get  the  relative  cost  at 
the  market  of  milk  and  cream  produced  in  the  various  sections, 
I  have  added  in  each  case  the  transportation  cost  from  the 
area  of  production  to  Boston,    For  this  purpose,  the  carload 
freight  rates  have  been  used  except  in  the  case  of  New 
England  cream.    Because  of  the  relatively  sm.all  voliune  at 
any  shipping  point,  practically  all  New  England  cream  is 
transported  in  less  than  carload  quantities.    Therefore, 
I  have  used  tills  rate  on  New  England  cream..    No  receiving 
station  cost  has  been  included  in  the  tabic  which  I  vdll 
present,  but  tiiis  does  not  affect  the  relative  cost  from  the 
various  areas  which  is  the  point  in  v;hlch  v/e  are  Interested, 
Station  costs  would  be  similar  in  each  area.    The  necessity 
for  having  more  sets  of  cans  or  more  tank  cars  in  order  to 
m.ove  the  same  volume  of  milk  or  cream  from  the  Middle  I7est 
as  compared  witli  Nov/  England  on  account  of   the  longer  time 
required  for  the  round  trip,  would  constitute  a  small 
additional  item  which  I  have  not  included. 

The  first  coluirui  in  the  table  shows  the  cost  of  produc- 
tion of  100  lbs,  of  milk  delivered  at  the  receiving  station, 
determined  by  the  Tariff  Coranission  for  the  year  ending 
April  50*  1926,    It  may  bo  of  Interest  to  some  of  you  to 
know  the  particular  areas  in  which  records  were  taken  in  this 
study.    In  northern  Vermont,  farm  records  v/erc  obtained  in 
the  vicinities  of  St,  Johnsbury,  Newport,  and  Shelburnc, 
In  southeastern  Vermont,  the  records  were  obtained  in  the 
vicinity  of  Bellov/s  Falls,    In  New  Hampshire,  the  records 
were  taken  in  the  neighborhood  of  L'anchcster,  and  in  liaino, 
in  the  vicinity  of  West   Benton,    The  areas  stiidied  in 
southern  Now  England  were  those  supplying  milk  to  Brockton 
and  Holyoke,  Mass,,  and  Bridgeport,  Connecticut,    In  the 
Middle  Y/est,  the  records  were  talccn  from  farms  delivering  to 
the  plants  vdilch  wore  then  the  prlncipa.l  shippers  of  cream 
to  Boston  and  Philadelphia, 

The  second  column  shows  tlie  carload '  freight  on  100  lbs., 
of  milk  from  the  various  areas  to  Boston,    In  the  case  of 
southern  Nov/  England,  the  milk  was  delivered  'directly  at  a 
city  plant  and  incliided  the  cost  of  hauling  to  that  point. 
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so  there  Is  no  additional  charge  for  transportation.  Thoro 
are  now  no  established  through  rates  on  milk  from  Wisconsin, 
Iowa  and  Minnesota  to  Boston,  The  rate  Included  in  the  table 
is  made  up  of  the  rate  from  these  points  to  Chicago  plus  the 
rate  from  Chicago  to  Bostozi,  If  shipments  of  milk  wore  to 
bo  made,  through  rates  to  Boston  v/ould  be  on  a  slm.llar  basis 
to  those  from-  Ohio,  Indiana  and  Michigan, 

There  are  two  Important  factors  in  the  situation  v/hlch 
arc  not  present  in  the  table.   First,  the  farms  in  the  Middle 
V/est  on  v/hlch  records  v/ere  taken  wore  not  meeting  the  sario  ' 
strict  sanitary  requirements  as  v;cro  the  Now  England  farms. 
Second,  there  Is  every  reason  to  believe  that  the  railroads 
would  substantially  reduce  these  freight  rates  on  milk  from 
the  West  if  shipments  were  actually  to  be  made.    These  two 
factors,  one  of  which  v;ould  tend  to  raise  the  cost  of  the  milk 
and  the  other  one  to  lower  it,  would  offset  each  other  to  a 
considerable  extent,  although  the  exact  amount  of  neither  is 
known. 

How  much  extra  it  costs  to  meet  the  sanitary  requirements 
of  an  eastern  fluid  milk  m_arket  is  a  debated  question.    Last 
December,  at  a  public  hearing  In  Boston,  I  heard  Dr.  Mott, 
who  Is  in  charge  of  the  milk  inspection  of  the  Boston  Board 
of  Health,  make  the  claim,  that  the  standard  of  sanitary  re- 
qulrcmonts  which  had  been  gradually  built  ^jt)  by  his  department 
during  the  past  fifteen  years  and  which  hc^c  admittedly  greatly 
Improved  the  quality  of  the  Boston  m_llk  supply,  had  not 
increased  at  all  the  cost  of  ijroducing  that  milk.    This  is  a 
statement  with  which  farmers  who  have  actually  met  those  re- 
quirements v/111  not  agree,  I  ojii  sure.    I  do  not  know  that 
there  Is  any  satisfactory  way  of  measuring  the  extra  cost  of 
production  \7hlch  is  brought  about  by  these  sanitary  require- 
ments, but  I  believe  tiiat  it  probably  amounts  to  at  least 
2^^   to  50/  pcp  hundredweight. 

The  freight  rates  per  hundrodv/clght  on  milk  from  the 
Middle  West  are  the  sario  whether  the  mdlk  Is  shipped  in  cans 
in  a  carload  or  in  a  tani:  car,  \\dth  the  exception  of  shipm_cnts 
from  Adrian,  Michigan,    The  special  reduction  in  freight 
costs  from  Adrian  to  Boston  which  was  obtained  in  recent  :-^ 
months  Is  probably  typical  of  what  would  happen  if  actual  shlp- 
m.ents  of  milk  wore  ir.minent.    As  a  result  of  the  movement  of 
cream,  from.  Adrian  to  Boston  in  tank  cars,  a  special  tank  car 
rate  v/as  obtained  from,  this  point  on  both  mdlk  and  cream, 
T]io  rcgula.r  carload  rate  whether  in  cans  or  In  tank  car  was 
;|^1,0[|.  per  hundredweight  from  Adrian,  and  the  tank  car  rate  was 
reduced  to  82;^^.    I  have  not  used  this  S];ialler  figure  in  the 
table  because  it  is  not  comparable  with  the  rates  of  other 
mid-western  points  and  because  if  v/holc  milk  was  actually  to  bo 
shipped  a.s  a  pernanent  v>art   of  the  Boston  supply,  there  v;ould 
be  probably  at  least  a  corresponding  increase  in  the  cost  of 
production. 

Before  dro.wing  any  conclusion  as  to  the  competitive 
supply  of  milk  for  the  future,  which  is  a  long  time,  it 
might  be  v/ell  to  consider  for  a  moment  the  supply  available 
to  Boston  from  Quebec.    At  the  time  the  Tariff  Commission 
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study  was  raadc,  tlio  cost  of  producing  and  delivering  iii5 11:  to 

receiving  stations  In  areas  in  Quebec  Imediatoly  north  of 
Vermont  was  5i?2.70  per  hundredv/oi'3lit  or  25/  less  than  in 
northern  Vorriont,    The  difference  in  transportation  to  Boston 
would  bo  not  norc  than  5/  to  lO/  per  h.undredweight  as  conpared 
v/ith  northern  Vcrr.iont  which  wouD.d  leave  a  slight  n.dvantage 
with  Quebec  if  there  were  no  tariff  on  nilk.    However,  it 
is  not  rcasonabl-e  to  assurac  tliat  the  tariff  on  nilk  v/ill  be 
entirely  elininatcd,  unless  this  country  eventually  rcaclacs  a 
point  v/horc  x^ractically  all  to.riffs  arc  removed.    In  that 
case,  certain  costs  of  production  in  Vermont  might  very  likely 
bo  decreased  sufficiently  to  offset  this  sm.all  advantage  v/hich 
Quebec  now  has,  because  natural  conditions  for  the  ijroductlon 
of  m.ilk  are  no  more  favorable  in  Quebec  than  in  Northern 
Vermont « 

My  conclusion  from  the  information  available  is  that 
middle  v/estorn  states  cannot  produce  and  deliver  high  quality 
nilk  for  the  Boston  market  at  as  low  a  cost  as  the  present 
mllkshed,  and  that  therefore  Boston  v;ill  continue  to  draw  its 
milk  supply  from  New  England,'   If  the  consumption  of  milk 
in  Boston  again  expands,  which  it  has  now  sto.rtcd  to  do, 
production  within  the  present  mllkshed  will  be  further  adjtist- 
od  to  meet  the  seasonal  demand  so  tho.t  it  v/ill  bo  sufficient 
for  a  larger  m.arkct.    If  the  grov/th  of  milk  consu-miotioji  in 
southern  New  England  is  sxich  that  there  is  insufficient  nilk 
witliln  the  present  mllkshed,  I  predict  that  the  extra  supplies 
T/ill  come  not  from,  the  middle  western  States  but  from  'jostern 
Vermont.   This  territory  which  has  the  lowest  cost  of  produc- 
tion of  any  section  of  Now  England  is  now  shipping  the  major 
part  of  its  m.ilk  to  the  liew  York  City  market.    However, 
practically  all  of  this  territory  is  within  2i;.0  i.iiles  of 
Boston  and  the  transportation  "cost   is  less 'tfi  Boston  ■th.'^.n 
Hew  .York, 

The  New  York  rdlkshed  is  now  on  the  basis  of  supplying 
all  of  the  cream  roquiromcnts  of  its  market  as  well  as  the 
milk.    If  it  should  continue  on  this  basis  and  tJio  Boston 
m.arket  should  be  using  m.ost  of  the  available  supply  as  whole 
milk,  tlic  average  price  for  all  milk  in  the  Boston  mdlkshcd 
mil  be  sufficiently  above  the  Ilev/  York  price  so  that  the  rdlk 
in  the  Champlaln  Valley  v;ill  begin  to  shift  back  to  Boston. 
It  would  be  wholly  illogical  for  Boston  to  bo  drav/ing  part  of 
its  fluid  milk  supply  from  Ohio  or  Michigan,  while  milk  in 
western  F(.w  England  was  being  used  to  supply  New  York  City  to.  th 
croai'.i.    It  is  more  reasonable  to  expect  that  this  western 
Verm.ont  milk  would  bo  shipped  to  Boston  under  such  circuuustan- 
cos,  and  that  Now  York  would  go  further  v/cst  for  some  of  its 
cream.. 

In  the  case  of  cream,  the  figures  "/ould  Indicate  the 
opposite  conclusion  from,  that  for  m.ilk,  v/liich  is  that  New 
England  cannot  com.pote  with  the  Middle  V/est  in  the  production 
of  cream,    Tliis  is  proving  to  be  true,    I  have  hoard  m.any 
people  say  that  New  Englanl  should  produce  its  own  cream 
supply.    If  tJiey  arc  producers  and  you  question  them  further, 
you  find  they  mean  tiiat  som.e  other  part  of  Now  England  shou.ld 
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prodn.cc  the  crcaa::  ^vliilo  tlioy  produce  the  nilk,    Crcan  is 
Clcss  2  ra:illc  and  thoro  arc  not  many  producers  nov/  desirous 
of  producing  nore  Class  2  nilk, 

Sone  crear.1  will  be  produced  in  New  England  in  order  to 
provide  the  necessary  surplus  for  a  largo  fluid  nilk  riarkot, 
and  as  a  result  of  the  normal  increase  in  production  during 
the  flush  pastiirc  season.    In  individual  cases,  producers 
find  it  good  farri  nanageinent  to  produce  Class  2  milk,  even  at 
t]ie  present  price  for  it.    For  instance,  a  producer  ?/ith  a 
200-pound  dairy  haso  rating  nay  nakc  noro  noney  by  producing 
500  pounds  of  nilk  daily  than  by  producing  only  200  pounds. 
If  ho  has  a  farn  equipped  to  produce  3OO  pounds  of  nilk.  his 
overlioad  cost  will  be  very  nearly  the  sane  in  sone  cases, 
ViTLiether  ho  prodt^ces  200  pounds,  or  throe  hujidrod  poionds. 
Practically  the  only  additional  cash  outlay  for  the  extra  100 
pounds  of  nilk  nay  bo  the  feed  cost.    Therefore,  whether  or 
not  it  will  pay  sone  farriers  in  northern  New  England  to  pro- 
duce some  Class  2  nilk  depends  largely  on  the  relation  between 
the  Class  2  price  and  the  feed  cost.    As  the  sales  in  the 
market  increase  base  routings  vri.ll  be  revised  upv/ard.    If 
the  producer  with  a  200  pound  base  at  the  present  tine  who  is 
equipped  to  produce  5OO  pounds,  with  no  additional  overhead 
cost,  should  have  his  base  increased  to  25O  pounds,  i)or  day, 
he  would  then  produce  only  50  pounds  per  day  for  Class  2 
purposes,  unless  the  Class  2  price  v/crc  h°  h  enough  to  v/arrant 
his  equipping  his  farn  for  a  larger  total  ^jroduction. 

To  hov;  large  an  extent  crear.:  will  be  produced  as  an  ad- 
junct to  the  production  of  fluid  nil!-:  for  the  Boston  market, 
depends  to  a  considerable  degree  on  how  long  Boston  continues 
to  bo  the  dumping  ground  for  excess  croan  from  other  markets. 
The  fact  that  Boston  really  is  a  du::iping  ground  for  crean  at 
the  present  ti':io,  is  shovn.  by  the  Class  2  price  in  the  Boston 
license  as   conx)ared  with  the  Class  2  price  in  the  liccni5.'P^  q^ 
of  nid-western  cities.    The  Class  1  price  f.o.b,  Boston /is*'^-^ 
approximately  '[pi, 00  per  hundredweight  above  the  Class  1  f.o.b, 
prices  in  the  largo  nld-v/ectern  cities  v/hlch  have  licenses, 
but  the  Class  2  price  in  Boston  is  substantially  lower  than 
in  these  otlicr  r.arkets.    The  Boston  Class  2  price  at  the 
present  tiiiO  is  calculated  from  a  formula  based  on  the  Boston 
butter  price.    In  tlic  nid-v/estorn  ci'ties  t-b.e  Class  2  fornixla 
is  based  on  the  Chicago  butter  price.    Recently,  the  Boston 
v/holcsale  price  for  92  score  butter  '.has  boon  approximately  26/ 
per  pound  and  the  Chicago  price  2l|/,    Using  these  prices,  the 
gross  Class  2  prices  for  5*5/^  nilk  under  the  terns  of  the 
existing  licenses  in  the  various  markets  are  as  follows: 
Boston  51.05?   Chicago,  ■?1,26;   St.  Louis,  ;!?1.26;   Detroit, 
C?1.52,   The  Boston  Class  2  price  fairly  accurately  reflects 
the  value  of  croai:'  In  tho.t  mari<:et,  and  presrc.\ably  tJie  sam.e 
is  true  of  the  Class  2  price  in  the  other  cities.    Consequent- 
ly, Y/e  have  a  situation  whore  cream,  is  selling  for  less  in  a 
deficit  area  t.'ian  it  is  in  surplus  areas  fron  vAilch  su.pplics 
are  exported  in  large  qu.antitios,   Apparently  in  sone  cases, 
distributors  in  i;iid-westorn  cities  maintain  a  relatively  high 
cream  price  in  their  ovni  iiarket  through  shipping  excess  cream, 
to  oastcrn  i.iarkets  at  a  lower  price. 

The  Agricultvu-'al  x^d ju£ti:^ait  Ad:.;inistration  is  studying 
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t]il3  ratter  v/ith  a  view  to  ar.icncling  the  license  In  such  a  v/ay 
tliat  outolcic  distrilititorG  will  not  be  permitted  to  diunp  croari 
on  the  Boston  narkct  at  a  lower  price  than  they  arc  sollinf-';  it 
for  in  the  rarket  nearest  the  point  v/horo  the  creai::  is  pro- 
cessed. plLis  transjjortation  c]".ar£0c,    /.Iso,  stops  are  being 
taken  to  ancnd  the  Class  2  for:'rala  on  tlio  Boston  license  sr 
that  it  v/ill  be  based  on  the  croari  price  at  Boston  rather  than 
on  a  prcniijin  above  the  batter  price.   Any  choaigc  in  the  croan 
price  at  Boston  will  then  bo  innodiatcly  reflected  in  th;  Clasr; 
2  price  J  v/hiC'i  is  not  always  the  co.>^o  under  the  prcur.nt  .  ^ 
for:.aila9    Legislation  is  ponding  in  hassachusctts  which  ih  11 
provide  for  inspection  of  croan  supplies.    This  Icgislat '  ..  a 
is  o:cpocted  to  stiffen  the  price  of  croan  at  Boston  and  ■;  n- 
sequently  to  increase  to  soijo  extent  the  Class  2  price,    Sonc 
increase  in  the  Class  2  price  i.iay  cone  fron  cither  or  both 
of  these  sources  and  will  be  very  helpful  to  IJew  England 
dairjTien.    But  to  raise  the  Class  2  price  to  a  level  such 
that  I'lcw  England  could  afford  i-o  increase  its  producbion  of 
nilk  in  order  to-  hold  or  enlarge  the  portion  of  tho  croan 
narket  wL.j_ch  it  is  now  supplying,,  would  eonpcl  ITcw  Ergland 
consuriors  to  ^la-y  substantially  higher  prices  than  those  for 
which  tiicy  can  obtain  croai:.  of  equal  quality  fron  other  areas j, 
would  be  ocono-hcally  unsound,  and  would  not  bo  likely  to  'l>ng 
endure , 

In  suianary;,  the  costs  of  producing  ]iilk  in  Wow  '/nglar'.d 
arc  not  sufficiently  higher  tJian  those  in  competing  areas,, 
but  in  the  case  of  fluid  nilk  t]:'.e  diffororLCC  in  transporo  >•• 
tion  cc  st  r.iore  than  offsets  t'lo  diffcronco  in  cost  of  pro'.'.L.C'- 
tion.    Consequently  liew  England  nay  bo  c;-:pccted  to  continue 
to  supply  its  ov/n  fluid  nilk  r-oqulroncnts  for  nany  years  to 
cono.    In  the  case  oi'  crcan;,  tho  cost  of  transportation  is  a 
relatively  uninportant  factor.    Now  England  is  not  naintain- 
ing  its  production  of  cruan,    I'lo   dcvolopnc-nts  appear  likely 
which  will  change  the  picture  to  such  an  extent  that  it  v/ill 
bo  oconor:ically  sound  or  ■.Icsirablo  fer  how  England  farners  to 
produce  nilk'  to  be  used  as  croiin;,  except  as  an  aijunct  to 
production  for  fluid  i;dlk'  narkets. 


DISCO 3SI on 


LIr  0  Hunt : 


Tho  last  two  speakers  stressed,  I  think,  thu^  pro;osition 
that  Ncvr  England  produced  nost  of  the  Boston  nilk  suppljr, 
but  thx-re  is  a  groat  quosticn  w' ■.ether  it  would  o--^  should 
produce  a.ie  crcai;i  supply  of  that  narkct,    I  noted  part_LCular- 
ly  in  tho  statcnont  of  tho  last  spOcaJrer  that  the  nid-v/ostern 
license  narkets  v/ero  able  to  pay  their  farners  r  larger  class 
2  price  than  the  Best  :)n  no.rh.ct  agrconont,    Sonc-.-oy/,  l^y  sono 
curiou.s  operation  that  I  confess  it  ^.s  far  too  ciocp  for  no  to 
undcrstcncl,  thoy  are  able  to  pay  their  producers  a  larger 
j.,rice  tiian  we  can  pay  our  prod.ucGrs  because  rdlk  is  coring 
fron  those  sections  v/]iore  chey  are  getting  a  good  price:. 
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You  \7lll  note  also   tJiat  the  statcnont  wac  r-.aclc  that  thoy  wore 
not  trouhled  in  this  v/ay  in  the  New  York  narkct  t)cca\ise  they 
do  not  take  the  V/cstcrn  crcain,    I  feel  that  we  cannot  be 
satisfied  v/ith  the  concliasion  of  the  last  tv;o  speakers.    It 
is  too  nuch  an  attitude  that  the  farncrs  of  Nov;  England  should 
bo  satisfied  v/ith  the  econonic  situation  of  New  England,   We 
arc  trying  to  help  our  NcwEngland  not  from  a  sectional  point 
of  viev/  but  because  it  is  our  duty  to  do  that  very  thing  if  we 
can.    Wo  cannot  lay  dovm  the  x^i^(^ro-ition  that  the  v;ay  to 
manage  New  England  agriculture  is  to  cllninatc  as  many  farms 
as  possible  from  Nov;  England,    I  do  not  think  that  vie   ought 
to  fool  satisfied  tliat  t]iat  is  the  conclusion.   Wo  ought  to 
take  care  of  out   producers  at  least  as  well  as  they  do  in  the 
rdddlc  West  and  in  New  York  State, 

Ivir,    Jroincy: 

I  mi^ht  say  in  reply,  V/cstcrn  crca:;!  is  not  going  into 
the  Nov/  York  market,    'I'hat  is  perfectly  true,   V'c stern 
cream  is,  however,  going  to  the  Buffalo  area  and  replacing 
the  croar.i  which  is  being  shipped  from  this  area  to  Nov;  York, 


Llr,  Chester  Davis  continued  the  program  with; 

THE  PLACE  OF  THE  AGRICULTURAL  ADJUSTI/IENT  ..DIIINISTR..- 
TION  .AID  COOPERATIVE  D.'.IRY  ORGANIZATIONS  IN 
THE  Di.IRY  INDUSTRY. 

Because  of  the  important  place  occupied  by  cooperative 
organizations  in  the  dairy  industry,  any  dairy  program  spon- 
sored by  tJie  Agric^iltural  Adjustment  Administration  must  of 
necessity  take  them,  into  consideration, 

Examjining  the  history  of  dairy  cooperatives,  we  find  that 
in  the  m.ain  their  objectives  laave  been  four; 

1,  A  larger  share  of  the  consuxier's  dollar  for  the 
producers, 

2,  Elimination  of  unfair  and  dcstri;ctive  practices  in 
the  distribution  and  processing  of  dairy  products. 

5.    Development  of  leadership  able  to  cope  witl:  that  of 
agcnciec  \7ith  v/hich  the  producers  have  to  deal, 

ij..     Methods  of  s^.Tcading  over  all  producers  in  the 
narkct  the  responsibility/"  for  maintaining  stable  conditions. 

During  the  depression  years  from.  1950  to  1933*  the 
dairy  cooperatives  found  themselves  under  increasing  pressure, 
Witli  buying  pov/er  of  consumers  falling  and  -oroductlon  by  their 
micmbers  rising,  the  cooperatives  wore  placed  in  the  position 
of  trying  to  maintain  a   situation  which  in  its  very  nature 


could  not  he   nalntalnccl.    To  get  a  larger  share  of  tlic  con- 
simicr's  dollar  or  clinlnato  unfair  trade  practices  under  stich 
severe  econonlc  hardships  v/as  almost  iripossiblo .    These 
trying  tines  placed  cooperative  leaders  in  an  cxtrericly 
difficult  position.   With  other  spokcsr.cn  for  producer  groups 
advocating  spectacular  rencdies  like  nllk  strikes,  the  ricrc 
prosaic  ncthods  for  v;hich  the  cooperative  leaders  stood  began 
to  seen  less  attractive  to  part  of  their  ner.ibership,    Lnd 
v/hcn  it  came  to  the  fourth  objective,  the  depression  proved 
to  be  an  open  scsar.ic  for  "chisclers"  and  "free  riders"  of  all 
descriptions. 

The  cooperative  leaders  could  and  did  urge  their  r.ienbo?.-s 
to  stick  by  the  ship,  pointing  but  that  the  principle  of  rural 
loyalty  to  crcar.icrics,  cheese  factories  and  fluid  riilk  units 
should  outweigh  all  personal  considerations  in  the  hour  of 
stress.    But  that  sconcd  to  sone  nenbers  to  be  pure  scntincnt. 

There  v/as  little  noney  in  the  cooperative  treasuries  with 
which  to  fight  legal  battles.    Organizers  fotind  farri  far.iilies 
almost  destitute  of  necessary  things  of  liTc  and  unable  to 
contribute  needed  funds.   At  the  sane  time  all  kinds  of  tenpt- 
ing  bait  v;orc  lout  forv/ard  by  groups  of  distributors  and  dealers 
v/ho  had  for  years  done  their  best  to  undermine  cooperative 
organizations , 

The  Farm  Board  loaned  mxoncy  to  tlic  stronger  cooperatives, 
and  much  effort  was  made  to  avert  the "crisis  by  improving  the 
financial  morale  of  the  organizations.   Attempts  to  peg 
prices  with  the   support  of  Federal  loans  were  corxion  in 
cheese  regions  and  clsev/hero. 

In  the  midst  of  all  tJiis  turm.oil  the  Agricultural  Adjust- 
m.cnt  Act  was  passed  and  signed  by  the  President,    It  con- 
tained a  I'iagna  Cho.rta  for  cooperatives  in 'regard  to  at  least 
three  of  the  four  objectives  I  liavc  no.med.    It  enabled  cooper- 
atives to  v/ork  vath  the  .Gov eminent  to  perfect  marketing  agree- 
ments and  licenses  v/hich  would  tend  to  Increase  the  prices  to 
producers,  help  olim.inate  overcharges  and  unfair  business 
Colstons  by  processors  and  distributors,  and  assure  a  broo.dcr 
basis  than  had  existed  before  by  which  the  outsider  might  be 
made  to  share  a  greater  part  of  the  responsibility, 

I  have  omitted  the  item,  of  leadership  development,  because 
this  brings  up  a  question  v/hich  is  most  important.    The 
Administration  Virants  high  class  dairy  leadership,  because 
obviously  such  trained  leadership  makes  any  mutual  activity 
more  succssful.    But  the  Agricultural  Adjustm.cnt  Administra- 
tion is  obliged  to  look  at  the  cooperative  picture  and  the  farm 
picture  as  o.  national  one,  not  as  a  regional  or  local  one 
exclusively,   We  are  concerned  with  all  milk  producers  and 
their  problems,  irrespective  of  v/hcther  they  are  selling  r.illk 
to  the  city  markets  or  to  manufactured  mhlk  plants,   We  are 
as  deeply  concerned  vdth  the  securing  of  an  open  and   a  fair 
market  on  a  quality  basis  for  the  East  as  for  the  West,  and 
the  other  way  around.   Wo  wish  to  be  fair  and  helpful  to  the 
producer-distributor  as  well  as  to  the  man  vho  sMps  his  milk 
to  a  pasteurizing  plant  at  wholesale  prices.    That  may  seen 


like  a  large  order,  and.  It  isj    but  it  is  rlglit  hero  that  the 
test  of  leadership  cones,    I  know  that  riany  of  the  cooperative 
leaders  understand  the  necessities  of  our  position.    But,  as 
you  nay  guess,  v/e  find  it  very  difficult  to  work  with  leaders 
v/ho  persist  in  ignoring  these  necessities.   Any  Federal 
agency  nust  follov/  the  principle  of  fair  and  equitable  con- 
sideration to  the  problens  of  all  nilk  producers.    It  nust 
follov;  the  cooperative  principle  of  working  together  for  the 
sound  betternent  of  the  nilk  producers  of  the  land. 

\Vlien  the  Agricultural  Adjustnent  x^dnini  strati  on  first 
entered  into  narketing  agreenents  in  the  dairy  industry,  vrc 
v/ere  requested  by  certain  cooperative  leaders  and  distributors 
to  fix  resale  prices.    It  was  said  that  unless  resale  prices 
were  Vi^ritten  into  these  agreenents,  prices  to  producers  could 
not  be  naintalned, 

I  shall  outline  reasons  v/hy,  in  the  light  of  our  experi- 
ence in  1953^  v/e  discontinued  fixing  resale  prices,    I  believe 
you  will  ioe  interested  in  what  actually  occurred  v/hen  the 
question  of  establishing  resale  nilk  prices  was  placed  before 
tlie  rank  and  file  of  producers  in  the  locality  fron  v;lilch  the 
chief  spokesman  caj-.ie  who  insisted  before  Congress  that  resale 
prices  should  be  fixed  in  inilk  licisnses.    This  spokesman  had 
said  repeatedly  and  emphatically  that  most  of  the  markets 
wanted  resale  prices  and  that  his  own  market  v/ould  never  con- 
sent to  any  otl.cr  plan,  and  was  satisfied  that  such  a  prograi"i 
would  succeed  if  tried  there  by  the  Adninistrction, 

The  reasons  why  we  could  not  see  our  way  clear  to  pvit 
complete  lists  of  wholesale  and  retail  milk  and  cream  prices 
in  licenses  in  addition  to  p^roducers'  minimum  prices  are  simple 
and  fundamental , 

First,  our  primary  function  under  the  Adjustnent  Act  is 
to  improve  the  income  of  dairy  farmers  and  not  to  freeze  ex- 
isting margins  of  nilk  comipanies  or  to  increase  profits  or' 
m.argins  which  must  cone  out  of  cither  fanners  or  consumers. 
Second,  in  fixing  resale  prices,  tJie  Government  is  usually 
under  pressure  to  establish  a  iDrice  level  high  enough  to 
protect  the  majority  of  the  distributors  on  a  market,  regard- 
less of  their  off icicnty,and"lt  liS  /"-'^•^^^o  determine  any  fixed 
price  level  that  will  give  consiimers  the  benefit  of  healthy 
competition.    Third,  resale  price  fi;d.ng  leads  to  enforcement 
problems  so  coriplicatcd  as  to  tie  up  the  facilities  of  the 
Adtnlnistration  ojid  to  jeopardize  the  ftindamental  function  of 
protecting  the  faiTier.    In  one  day,  in  attempts  to  handle 
resale  schedules  on  the  Chicago  market,  we  had  over  ij.0  cases 
of  violations  cited  for  action,  and  vW   of  tliem  on  resale 
prices,  not  farm,  prices.    Fourt:i,  resale  price  fixing  invari- 
ably leads  to  heated  controversies  between  delivered  milk  and 
cash-and-carry  nilk,  with  partisans  on  both  sides  among  con- 
sumers and  nenbers  of  cooperatives.    It  is  not  the  function 
of  the  Administration  to  determine  where  farmers  should  sell 
their  milk  or  where  consumers  should  buy  it.    Our  aim  is  mere- 
ly to  sec  that  botla  prodixcers  and  consum.crs  receive  fair  treat- 
ment,  PiftJi,  during  the  period  when  we  fixed  complete  resale 
prices  in  agreements  we  were  overrun  with  dealers  seeking  ad- 
vantages, or  lawyers  and  lobbyists  for  special  interests  elbow- 
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Ing   the   prorlticors    conplctcly  out    of   the   plctiiro.        Sixth-,    dis- 
tributors   oncourr.gccl  producers  to    scok   artificially  hi; 
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levels  of  base  price  and  added  their  ucual  nargins  or  even  in- 
creased their  spreads  above  that  level,  with  the  result  that 
consumption  eit]ier  fell  off  or  did  not  increase,  while  the 
producers  beyond  the  i;illk  shod  saw  nore  induccnent  than  ever  to 
ship  in  their  riilk.   Again,  the  surplus  caused  bj"-  unwarranted 
price  levels  went  into  an  already  glutted  btitter  market. 

All  this  and  xiorc  v/e  presented  to  Conp^ress  when  requested 
to  give  our  opinions  as  to  the  bill  introduced  and  supported 
by  the  "dairy  defense  coriinittec" , 

Spokesmen  for  this  cornaittec  asked  us  if  wo  would  consent 
to  a  United  trial  of  the  resale  price  fixing  plan  on  soric 
oiae  market  \iiiere  they  claimed  conditions  were  ideal  for  its 
success.    It  was  agreed  to  test  out  marketing  agreements  with 
resale  prices  in  Srn  Francisco  and  Oakland,  wlierc  negotiations 
had  prcvlousljr  boon  conducted  under  thx  original  pirn..   Our 
own  representatives  on  the  Pacific  Coast  promptly  m.ct  with 
leaders  of  producers'  cooperatives  in  Oakland  and  offered  them 
the  choice  of  a  nev;  license  without  fixed  resale  prices  or  a 
nev/  agree;:ient  m  th  resale  prices  included,  the  latter  to  be 
jointly  enforced  by  local  authorities  under  the  California 
law.    In  2l\.   hours  wo  heard  that  the  plan  of  fixing  resale 
prices  by  any  agreement  had  been  rejected  and  a  new  form  of 
milk  license,  with  producers'  prices  only,  was  wanted  ac  quick- 
ly as  possible.    The  State  authorities  out  there  also 
expressed  extreme  reluctance  to  engage  in  any  enforcement  of 
resale  prices. 

Prom  this  recent  experience  v/e  arc  more  certain  th.an  ever 
that  our  course  of  sticking  to  the  producers'  side  of  the 
question  and  not  becoming  involved  in  arguments  over  matters 
of  merchandising  milk  to  consumers  is  v/hat  the  m.ajority  of 
dairy  f arm.ers  want , 

Bear  in  mind  that  I  am  nov7  speaking  only  of  the  Federal 
Governinent '  s  problem,  .and  duties  with  resi:)ect  to  fluid  milk 
and  creami  resale  prices.   Naturally,  we  prefer  stable  to  dis- 
organized resale  conditions  in  any  market  so  long  as  the  price 
level  is  not  based  on  the  support  of  excessive  distributing 
overhead.    If  the  day  comes  whai  the  Federal  Government, 
through  strong  license  powers,  attem.pt s  to  fix  consumer  milk 
prices,  then  the  Federal  Government  must  be  prepared  to  regu- 
late distributors'  margins  and  profits,  eliminate  service 
duplications,  and  in  fact,  deal  with  milk  distribution  strict- 
ly on  a  public  utility  basis.   Many  questions  have  to  be  con- 
sidered before  that  stop  is  taken,    I  stress  the  point  to 
provoke  discussion.    If  undertaken,  the  move  should  be  m.ade 
directly  and  under  full  and  specLfic  povi^ors  lodged  in  some 
Federal  or  State  agencies, 

I  have  spoken  emphatically  and  at  somio  length  on  resale 
prices.    I  have  stated  our  general  conviction  on  this  subject, 
but  let  me  say  v/ith  equal  emphasis  that  v;e  laiow  all  m.arkets  are 
not  the  same  and  conditions  within  them  arc  so  varied  that  no 
single  stand  will  cover  all  emergencies. 


On  Januorj   8th  of  tills  year,  we  annoiinccd  that  v/e  would  estab- 
lish nlnlmuri  resale  prices  In  the  future  only  where  there  was 
a  prod.uccr-d.lstributor  problon  wlilch  could  not  bo  handled  in 
any  other  way  and  where  the  price  to  the  producer  could  not  be' 
riaintalncd. 

In  this  connection,  lot  no  frankly  say  to  you  that  wo  are 
watching  the  Boston  narkot  with  the  greatest  of  care.    It 
stands  out  among  'the  markets  in  v/hlch  wc  have  licenses  because 
of  Its  narrow" spread  between  the  farmers'  price  and  the  con- 
siuiiors'  price.    On  this  r.iarket,  at  the  present  tlrnoj  the  ror 
cognizod  price  for  delivered  milk  is  11  cents  per  quart,  which 
is  2  to  5  cents  lower  than  the  markets  v/hlch  are  ir.mediatoly 
to  the  South  and  West  of  Boston,   We   realize  that  there  is 
a  peculiar  conpetltlve  situation  in  Boston  and  wc  are  deter- 
mined that  this  competitive  struggle  vnthin  the  market  shall 
not  break  the  price  to  producers,   ''<7e  shall  do  all  within 
our  power  to  m.aintain  market  stability  and  the  producers' 
price. 

The  present  Federal  milk  licenses  thus  far  largely  con- 
cern fluid  milk.   There  are  two  other  existing  agreements 
that  affect  cooperatives  indirectly,  one   for  evaporated  milk 
and  one  for  dry  akim  milk. 

The  Administration  believes  that  when  it  is  given  a 
cliancc  to  work  out  a  fluid  milk  agrcc::iont  or  license  for  an 
area  wMch  has  a  strong  cooperative  able  to  handle  the  major 
volume  of  the  milk  supply  without  rivalry  or  ruinous  competi- 
tion with  other  cooperatives,  a  nui:iber  of  essential  steps  to 
safeguard  the  producer  and  encourage  consumption  can  be  taken. 
In  trying  to  do  this  wo  are  obliged  to  ask  ourselves  repeated- 
ly, "\Vjiat  is  a  cooperative?  "  or  "Vflilch  one  is  tlie  cooperative?" 
or  "Cannot  those  coo^-^eratives  merge  for  greater  strangth  and 
usefulness?".    The  answers  are  not  as  slm.plc  as  they  m.ay  scorn 
to  one  who  has  o.   preference  for  sor.c  one    organization,   IVe 
sock  to  work  as  much  as  possible  through  one  strong  coopera- 
tive association,  and  v/e  believe  wo  are  able  to  do  the  greatest 
good  to  the  greatest  nttmber  of  producers  in  that  Viray, 

The  Adi.iini  strati  on  is  using  its  licenses  In  milk  sales 
areas  for  a  num-bcr  of  purposes,  all  of  which  dovetail  into  the 
original  platform  of  cooperatives,    For  these  piirposes  sound 
local  coo:ooratlvG  bacl^ing  vrlth   clean-cut  m.anagement  is  essen- 
tial. 

First,  wc  seek  to  raise  the  income  of  dairy  farmers, 
by  increasing  prices  paid  for  milk  by  distributors  to  a  level 
that  can  be  m.alntalnod,  and  by  elimination  of  freight-rate  and 
service  overcharges.    In  somiO  cases,  high  less-than-carlot 
rates  had  been  substituted  by  distributors  for  justifiable 
carlot  or  truck  rates.    Through  bonding  or  periodic  payment 
requlrem.ents  from  distributors,  producers  are  protected  against 
default  by  dealers  unable  or  unwilling  to  pay  their  milk  bills. 
Requiring  dealers  to  pay  for  milk  according  to  tlie  actual  use 
m_ade  of  it  gives  the  cooperatives  an  advantage  v/hich  they 
often  v;ore  unable  to  secure  for  themselves  v/lthout  Federal  aid. 
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Since  tlio  licenses  have  becoric  effective,  several  narkcts  ]iavG 
Doen  large  surplus  r.illk  volunc  dlnappoar  into  base  nilk  sales, 
mth  that  nuch  additional  farm  income  regardless  of  the.  price 
schedule.   Audits  of  tlio  books  and  records  of  distributors 
insure  that  statenents  made  by  tlien  can  be  chocked  and  verified, 
Excessive  country  station  and  terminal  charges  nay  be  reduced 
or  eliminated  by  licenses,  also  adding  to  the  net  return  of 
producers,    'Under  the  licenses,  if  all  producers  stand  firm 
by  the  farm  prices  allov/ed,  it  v/ill  also  be  impossible  for 
doalers  to  engage  in  a  local  price  war  and  nako  the  producers 
pay  the  bills, 

A  second  major  advantage  to  pro.lucors  from  the  Federal 
licenses  is  that  they  give  farmers  a  larger  share  in  the 
nanagemont  and  operation  of  their  ovm  ..larket  than  they  en- 
joyed before,      A  market  adrainlstrator  under  bond  is  named 
by  the  Secretary  of  Agriculture,   He  acts  as  an  impartial 
third  party  and  a  friend  in  court  for  the  producer.    This  is 
not  in  any  sense  centralized  dictation,  because  market  adm.inis- 
trators  arc  named  only  after  nominations  and  suggestions  have 
come  fror^  the  cooperative  associations  concerned.    The 
license  gives  the  administrator  jointly  with  the  cooperative 
association  full  right  to  make  check  tests  and  v/elghts  in 
distributors'  plants.    Those  who  know  the  bitter  fight  for 
this  recognition  in  past  years  v/lll  realize  that  it  means  a 
step  forward  for  which  cooperative  leaders  have  long  contended. 
Furthermore,  the  creation  of  mdlk  industry  boards  are  possible 
under  the  licenses,  which  means  that  producers  and  consui-.icrs 
v;ill  have  a  major  share  in  adjudica.ting  disputes  that  arise 
outside  of  the  license,  and  in  educating  the  public  to  the 
proper  relation  between  prices  to  farmers  and  retail  prices, 

A  third  series  of  advantages  under  Federal  milk  licenses 
relates  to  prom.otion  of  fair  play  between  producers  on  a  given 
market  or  groups  of  producers  on  different  markets.    Under 
this  head  comes  tlic  unbiased  operation  of  the  basc-and-surplus 
plan  with  the  eqtializa-tion  pool,  or  a  straight  pool  plan  on 
m.arkets  unaccustomed  to  the  base-ari^ surplus  plan.    Coupled 
with  the  adjustm.ent  fund  maintai.-iOd  for  distributors,  it 
assures  equal  treatment  for  all  producers  shipping  to  pasteu.r- 
izing  plants,   A  si:ecial  clause  is  used  in  some  licenses 
which  prevents  outside  distributors  from  dumping  crcaxi  on  the 
market  at  prices  lower  than  the  price  at  which  they  sell 
cream  at  the  point  where  it  is  processed  plus  transportation 
costs.   Regulation  of  new  producers  so  as  to  discourage  the 
in-and-outer  is  provided  by  requiring  such  now  producers  to 
receive  manufactured  milk  prices  during  a  period  of  probation. 

Having  thus  sought  to  attain  the  long-sought  objectives 
of  dairy  cooperatives  on  fluid  milk  markets,  the  Administra- 
tion would  like  to  develop  wider  contact-?  vath  cooperatives  in 
manufactured  mdlk  regions,  so  that  the  benefits  assured  to 
fluid  milk  sections  may  be  broadened  oJid  m.adc  to  fit  the  needs' 
of  the  other  hitherto  unprotected  and  highly  competitive  areas. 
Outright  price  fixing  in  such  areas,  even  for  producers  througli 
committee  or  control  authority,  is  difficult.   However,  as  I 
remarked  previously,  some  unfair  trade  customs  prevalent  in 
manufactured  mJ.lk  zones  mxiy  well  be  investigated  and  included 
in  the  work  of  formulating  agreem.cnts. 
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Thcrcforc,  vdtli  a   staff  of  ncn  trained  In  t'lcir  scvcrp,! 
states  by  actual  farn  exx)cricncc  and  fanlllarlty  with  cooper- 
ative organizations,  the  Adjustment  Administration  dairy  sec- 
tion stands  ready  to  assist  and  advise  with  cooperatives  In 
all  parts  of  the  country.    Our  objectives  are  in  the  main 
similar  to  those  of  the  cooperatives.    If  wc  can  continue  to 
work  together  on  the  basis  of  tMngs  we  have  mutually  learned. 
Tire  can  be  of  great  assistance  to  producers  v/ithout  injury  to 
consumers,    IJot  least  important  in  the  general  rccover'y 
picture,  which  I  outlined  to  you  last  night,  is  recovery  of  the 
dairy  industry,  '  And  marching  -united,  we  should  m.ove  steadily 
nearer  that  goalo 


W.  P,  Davis,  Manager  of  the  Hew  England  hllk  Producer's 
Association  continued  discussion  of  this  topic. 

'lYlth  more  than  three  quarters  of  all  the  leaders  in  agri- 
cultural thougjit  in  Nov;  England  here  assembled,  the  opportu.nity 
to  speak  plainly  of  the  relationships  which  should  exist  be- 
tween governmental  a-gencies  and  cooperative  organizations  is 
Uiicquallcd,    I  wish  to  speak  prlnclT^ally  of  the  practice 
rather  than  of  the  theory  of  such  relationships .    Therefore 
I  am  speaking  only  from  the  cxporionces  v/e  have  had  here  in. 
Nov/  England, 

The  true  fun.ction  of  the  govorni-.iental  agencies  is  to 
assist  the  cooperatives  in  doing  a  better  job.    This  pre- 
supposes that  there  are  cooperatives  in  the  field  and  that 
they  are,  themselves,  desirous  of  getting  the  assistance  of 
the  goverm.ental  agencies,  such  as  the  A,ji»A,,  in  making  their 
efforts  r.orc  effective.    It  presu.pposcs  also  that  there  raust 
be  one  cooperative  organization  which  is  in  a  m.ajority  position 
in  the  liiarket  aiid  which  can  take  the  leadership  In  seeking 
such  assistance. 

Before  giving  such  assistance,  the  goveriixiontal  agency, 
Yifhcther  it  is  the  A.A.A.  or  some  other,  must  take  into  con- 
sideration v/hethcr  the  cooperative  which  is  seeking  ths 
assistance  is  soundly  organized,  has  a  proper  fljiancial  basis 
and  has  a  definite  program  ,    If  it  has  thcr.'-^  qualifications 
and  does  really  represent  the  dairy  fari.iers  who  furnish  a 
majority  of  the  milk  used  in  any  market,  then  the  governmental 
agency  should,  so  far  as  is  legal  ojid  possil^lc,  follow  along 
the  path  of  development  which  the  cooperative  points  out. 

It  would  be  highly  desirable  for  any  minority  cooperative 
groups  also  to  join  in  asking  for  federal  assistance  and  to 
give  the  riOvcment  their  hearty  supp>ort.    If,  however, 
minority  groups  do  not  see  fit  to  fall  in  line  with  the  program 
v/hich  the  m.ajorlty  group  desires  the  federal  agency  to  get 
back  of, then  it  is  the  obvious  obligation  of  the  federal 
agency  to  seek  to  bring  the  minority  group  into  full  accord 
with  the  program  desired  by  the  majority  group',  as  it  v/ould 
bring  the  greatest  good  to  the  greatest  number  of  farmers. 
If  the  federal  agency  fails  to  bring  about  this  unanimity  of 
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opinion  and  support,  tlion  It  slioul.l  U30  Its  ci.utliorlty  to  put 
the  prograr.i  through. 

This  was  the  cltuatlon  last  fall  v-hcn  Consolidatccl  Dairies 
aLikcd  for  a   Federal  license  for  the  Boston  market,    A  r-'arket- 
ing  agreement  was  draven   up  which  did  represent  wishes  of  the 
najorlty  of  the  narkct.    It  was  supported  by  a  federal  license 
which  did  Include  the  things  v^-ilch  experience  had  shov/n  were 
ahsolutcly  essential  to  narket  stability.    One  of  these  v;as 
the  rl^lit  of  the  Federal  x^drilnlstrator ,  acting  v/lth  the 
approval  of  the  Secretary  of  Agriculture,  to  set  prices  to 
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consuners  as  well  as  to  producers.    This  was  Included  In  t]"^ 
original  narketlng  agrcenent  and  license  and  went  into  effect 
early  last  Rovenher. 

I  do  not  need  to  recall  to  you  viiat  took  place  in  the 
next  few  months,   A  ninorlty  group  of  three  cooperative 
creameries,  \mdor  the  leadership  of  the  First  National  Stores 
in  Boston,  started  in  to  discredit  and  "break  down  what  the 
na.jority  of  the  narket  rnd  the  majority  cooperative  group 
felt  v/as  essential  to  tiie  proper  v/orklng  out  of  the  progrcxio 
In  spite  of  all  the  efforts  riadc  hy  the  majority  group,  the 
marketing  agreement  was  throvm  oi,it  and,  after  an  Interval, 
a  nev/  license  v/as  put  Into  effect  \7hich  did  not  provide  for 
any  resale  prices.    This  hecar.e  operative  March  l6, 

VJl'ien  the  m.arketlng  agreement  v/as  dropped  February  1, 
a  decrease  of  a  cent  to  consuj'.iers  was  forced  on  the  market 
by  the  First  National  Stores,    The  license  calling  for  a 
price  of  ^'^,02.   to  the  farmers  was  continued,    Tjac  result  was 
that  the  spread  of  the  Boston  dealers  was  reduced  to  the  low- 
est of  any  place  in  the  United  States,   In  the  new  license 
wb.ich  went  into  effect  in  March  the  norm.al  spread  of  the 
dealers  v/as  still  further  reduced  by  cutting  the  transporta- 
tion charges  frovi  L.CjL.  to  carlot  rates,  and  cutting  the 
station  allowance  from.  25  l/l+  /  to  20/  a  hundred. 

All  this  brought  about  a  very  dangerous  situation  in  the 
market.    It  has  been  growing  stca^-ily  worse.    Dealers  are 
not  only  getting  m.ore  uneasy  o.nd  resentful  but  their  ability 
to  pay  f  arm.or  s  Is  seriously  Ir.paired,   i^-^j   long  continuance 
of  this  situation  vdll  force  m.any  of  tlic  less  v/cll  finsaiced 
dealers  out  of  business.    It  will  tend  toY/ard  the  setting  up 
of  a  monopoly  in  the  r.;ilk  business,  the  exact  opposite  of  the 
intention  of  the  act. 

The  only  thing  that  will  save  the  r!.arket  from,  disaster 
is  some  means  of  increasing  the  spread  of  the  dealers.   As  a 
G'-)^:.pcrativo  rirgonization  Consolidated  Dairies  is  Interested 
first  of  nil  in  establisliing  a  fair  and  reasonable  price  for 
Its  fan-iers,-   But  it  is  also  vitally  interested  in  the  dealers' 
being  ab].e  to  pay  that  price  after  it  is  established.    The 
schecMle  of  receivables  of  Consolidated  Dairies  is  increasing 
at  an  alarming  rate,   \7e  believe  that  vmless  the  A. A  .A.  stops 
in  an;l  gives  some  relief  to  the  dealers,  the  established 
price  will  uesn  nothing  biit  some  figures  on  a  piece  of  paper, 
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Tlic  L,A,i^,    co.n  proceed  in  any  ono  of  tlirco  wayE,    It  can 
^^sc  its  pov/crful  Influence  to  bring  about  an  agroor.Gnt  anong 
dealers  and  chain  store  Interests  so  that  the  price  to  the  con- 
sumers could  be  unlfori;i3.y  advanced  a  cent  and  sone  part  of  t]ac 
Increase,  but  not  the  \i?.olc  of  it,  passed  back  to  the  farr.iers«, 
If  the  A.A.A.  is  unable  to  bring  about  such  an  agrecnent'.  It 
can  use  the  authority  vliich  is  clearly  given  in  the  Agricultur- 
al Adjustnent  Act,  and  set  prices  to  consumers.    If  the  A, A, A, 
fails   to  bring  about  the  agreei'.ient  and  is  iinwilling  to  talce 
this  obviously  necessary  step  of  using  its  authority,  then  it 
can  proceed  in  the  only  other  possible  Viray  and  do  nothingo 
The  result  vidll  be  an  explosion. 


Going  bach  to  riy  original  stater.ont.  New  England  has  a 
strongly  organized,  soundly  financed  cooperative  organization. 
Consolidated  Dairies,  v/lilch  rciorosonts  the  najoritjr  of  the 
r.iarket  and  has  a  definite  program.    The  A. A...,  can  help  that 
progra;-.!  to  bccono  nore  effective.    It  can  do  s  o  by  action, 
not  by  letting  the  narlcet  go  to  snash  through  Inaction, 
Pinal  judgment  of  the  efficiency  of  the  A.^^.A.  in  assisting 
cooperatives  to  do  a  good  Job  rests  very  largely  on  what  they 
do  in  this  present  emergency. 


The  third  speaker  on 
Ma  3  s  a  c  hu  s  c  1 1  s  Er, t  c  n  s  i  on 


this  topic 
'^■'  :-cctor , 


wa; 
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Munson , 


In  discussing  the  relatlonsMps  that  both  the  Agricultur- 
al Adjustment  Administration  and  the  cooperative  dairy  market- 
ing organizations  have  in  the  dairy  industry,  it  seems  logical 
to  first  define  the  functions  of  cooperative  d.airy  organiza- 
tions (  and  it  is  assumed  that  we  are  nov/  thinking  of  whole 
milk  producers'  collective  bargaining  associations,'}    After 
wo  are  agreed  with  respect  to  the  fujictions  of  a  whole  milk 
producers'  cooperative,  we  can  then  discuss  each  separate 
function  and  decide  whetlier  or  not  there  is  a  duplication  be- 
tween the  A.A.;i.  activities  and  cooperatives,  v/hether  or  not 
the  cooperatives  have  satisfactorily  fulfilleiT  these  fLinctions, 
or  ¥/hcther  they  have  been  lim.ited  in  tlicir  activities;   and 
th.e  possilTility  of  supplementing  cooperative  activity  with 
Federal  assistance. 


The  functions  of  Milk  Producers'  Collective  Bargaining 
Associations  are  as  follows: 

1.    Bargaining  for  price  v.dth  the  distributors,  in  order 
to  obtain  higher  prices  for  producers  in  areas  where  m.onopol- 
istic  buying  on  the  }-'art  of  few  distributors  from  many  pro- 
ducers would  otherwise  keep  prices  unreasonably  low. 


2. 


To  stabilize  the  m.arkct. 


a.  By  insuring  to  each  producer  an  outlet  for  all  his  milk 
throiighoiit  the  year  (protection  from  loss  of  r.arket), 

b.  By  insuring  to  each  cooperating  distribvitor  a  volu2;ie  of 


nllk  s^^fficicnt  to  supply  his  fl-ulcL  ncccls  throughout  the  ycaPe 

5.  To  tcikc  definite  action  to  renovo  any  lonfair  practices 
v/hich  directly  affect  producers  and  increase  narketing  costs; 
such  as  dishonest  weights  or  tests,  price  discrimination,  or 
other  unfair  and  v/astcful  practices, 

J4.,   To  take  definite  action  to  renovo  any  inefficient 
practices  which  affect  producers  and  increase  marketing  costs 5 
such  as  preventing  excessive  hauling  or  country  plant  costs 
caused  loy  duplication  of  routes  or  unecononic  suh-division  of 
territory  tributary  to  country  plants, 

5»   To  detornine  the  financial  standing  of  cooperating  railk 
distributors  and  insure  payment  to'  pro^lucers, 

6,  Educationo-1  work  anong  r.ier.ibcrn  . 

a.  To  encourage  the  production  of  products  which  yield 
highest  net  returns, 

b.  To  encoiu^age  a  higher  quality  product  through  care, 
packaging,  and  advertising,  if 

(1)  Consui'.icrs  ;'vl  11  pay  a  higher  price,  or 

(2)  Buy  riorc  of  the  product. 

After  appraising  these  functions  it  scons  that  wc  will 
have  to  agree  that  the  cooperative  has  been  linitod  in  its 
ability  to  bargain  for  price  and  in  its  efforts  to  stabilize 
market  supplies  bcca^^se  it  has  been  unable  to  obtain  control 
of  all  of  the  supply,   V/lth  these  fundanontal  llnltations  we 
have  seen  dairy  cooperatives  v/olcoric  Federal  assistance  in 
order  that  the  market  could  bo  entirely  ouperviscd  and  con- 
trolle  d. 

Under  a  Federal  nilk  -".arketing  agroerricnt  the  need  for  a 
dairy  cooi^erativo  for  purposes  of  price  bargaining  is  just 
as  groat  as  it  ever  was.    One  riiglit  consider  the  Federal 
Market  Administrator  as  an  arbitrator  .hearing  the  cases  of 
the  pro'lucer,  processor  antl  distributor,  and  consumer, 
ObvioLisly  it  is  iiipcssiblc  for  several  thousand  Individual 
producers  to  present  tJ.icir  cases  milcss  they  do  it  through  an 
orgcjilzod  nouthpicoc,    'Aiercforc,  it  scer.is  that  Linder  a 
Federal  license  the  r;llk  cooperative  still  fulfills  the  func- 
tion of  price  bargaining. 

In  a  r.iarket  wJaerc  we  have  a  Federal  Agrocr.ent  and  License, 
the  i'.dninlstrator ,  no  doubt,  takes  av^ay  .fron  the  cooperative 
the  functions  of  stabilizing  supply,  since  midor  a  license 
eacli  producer  who  has  a  base  for  his  nilk  is  insured  of  an  out- 
lot  for  his  output  throughout  the  year,  Fur.thernore ,  each 
distributor  is  insured  of  a  volixrae  of  railk  sufficient  to  supply 
his  fluid  needs  t]irou'3hout  the  year.    If  a  shortage  is 
threatened,  the  raarket  adn.i  11^°  strator  has  the  power  to  nakc 
changes  in  price  ai-'.d  to  suspend  rules   concerning  narket  bases 
In  order  to  obtain  the  needed  supply. 


Purthomoro,  the  license  d.c':iands  certain  financial  rc- 
qalrcacntci  on  the  part  of  rillk  cllatril^utors,  and  the  natter 
of  dctcri"''lnlnJ3  and  gottinc  the  financial  standing  of  tlio  r.iilk 
diDtributorG  ojid  insuring  payncnt  to  producers  is  a  function 
taken  over  largely  by  tlie  Federal  Adi.iinistrator , 

It  seens  that  even  v/lth  a  Federal  hgrec]xnt,  there  is 
still  plenty  of  ~'Oyportunlty  for;_^a  jlairy  cooxocrative  to  servo 
the  producers,   .'fhoy  can  act  as"  an  investigator  and  a  watch- 
dog to  rcT.iove  all  unfair  practices  v;hich  inay  exist  or  arise 
in  the  narkct  and  nay  directly  affect  producers  and  increase 
narkcting  costs.    The  producers'  interests  arc  such  that  t'ley 
should  have  a  local  organization  Virhlch  can  take  definite  action 
to  renove  inefficient  practices  tho.t  nay  exist  or  arise  and  so 
affect  producers  and  increase  narketing  costs,    Siich  practices 
r.'ay  include  inefficient  country  plant  inanagcnent,  duplication 
of  routes,  or  on  I'mccononlc  subdlrision  of  territory  trlhuts.ry 
to  coLintry  plants. 

It  seens  that  the  function  of  educational  work  among 
ncnbors  is  just  as  inportsnt  as  it  was  before.  If  not  nore  so. 
The  r.iilk  adnlnlstrator  is  intcrostod  only  in  narkcting  as 
effectively  as  possible  the  product  \7hich  the  farner  sends  to 
the  na.rket.    The  cooperative,  which  has  a  -dj.rect  interest  in 
t'-ic  v;elfarc  of  its  individual  ncnbors,  has  an  important  func- 
tion in  carrying  on  educational  work  among  these  nenbers  con- 
corning  problcns  of  production  and  preparation  for  na.rket. 

As  an  organizo-tion,  the  cooperative  can  assist  its  member- 
ship in  determining  its  program  of  production.    It  can 
encourage  a  higher  quality  product  throuf;h  care,  packaging, 
and  advertising.  If  it  is  advisable.    It  is  the  function  of 
the  producers'  organization  to  detorr.dne  whot?ier  a  hlglior 
qu.allty  product  ^jIII  result  in  greater  returns  to  the  individ- 
ual members  by  fi'illng  out  whether  consumers  vd  11  pay  a  higher 
price  or  buy  more  of  a  higher  quality  product.    If  they  will, 
t3icn  it  soems  a.  vital  function  of  the  cooperative  to  so  in- 
form, its  m.embcrship  and  to  assist  then  in  producing  the  type 
of  product  which  prordsos  the  greatest  net  return. 

Some  time  ago,  at  a  meeting  In  Boston,  the  question  of 
advcrtislnn:  In  order  to  increase  tJic  sale  of  rdlk  v/as  advocat- 
ed.   This,  I  think,  everyone  is  hcartll:/-  in  agreement  with  and 
we  all  strongly  hope  t'lat  some  plan  m.ay  be  developed  which  will 
result  in  more  advertising  for  dalrj'-  products,    Tho  coopera- 
tive organization  inclTidcs  this  as  one  of  its  functions  and  wo 
arc  certain  that,  vdth  its  development.  It  can  \yell  do  more  in 
merchandising  rnd  advertising  the  products  oa^  its  members, 
^1^0  ^""-o  not  believe  that  it  is  necessary  to  set  up  a  new  organiza- 
tion for  this  purpose,  as  the  cooperative  is  tlic  dairymen's 
organization  and  shou.ld  accept  the  responsibility  of  develop- 
ing m.arkcts  through  greater  advertising. 

Cooperative  na.nagemcnt  could  well  establish  a  larger 
educational  program.    It  is  found  to  be  a  constructive 
policy  to  koep  m.cmbers  Informed  of  all  the  factors  v/hich  arc 
Influencing  their  organization  as  well  as  their  individual 
business.    There  'have  been  times  Y/hcn  cooperative  management 


liarj  neglected  to  keep  the  ncnberrjhip  thoroughly  inforncd, 
and  thiG  haa  handicapped  t^io  prosrecc  of  cooperative  orgoniza- 
tion.   The  cooperative  v;ill  progrees  and  develop  in  propor- 
tion to  the  knowledge  of  rienbcrc  of  all  the  factor:;  influenc- 
ing the  bu3ineGG  of  their  organization  ac  well  aci  their  indiv- 
idual inter OGtc  and  prohlcnc. 

The  Cooperative  Dairy  Organization  \vas  r.itartod  v/hen 
:narkct  conditionc  were  cuch  that  the  prlcec  being  returned  to 
produccrn  v/erc  lonuGually  low,    Thia  oituation  nacle  it  pocsible 
for  loader c  to  bring  about  an  organization  of  dairy  producers 
on  the  baoio  that  price c  v/ould  be  Inprovcd  an.l  greater  returns 
sent  to  the  dairynan. 

At  the  tine  the  dairy  cooperative  was  first  organized  in 
Kow  England,  there  was  no  other  v/ay  for  prices  to  go  but  up- 
ward,  llicy  had  reached  the  bottor.i.    It  was  an  opx^ortunc 
tine  for  organization  to  be  brought  about  and  those  v/ho  be- 
ccj-.ie  neiibers  were   satisfied  and  encouraged  by  Inproving 
prices  after  their  organization  was  well  under  way.    Prices 
improved  for  a  nujnber  of  years  v/ith  an  occasional  setback  until 
the  depression  started  in  1929 •    Mcnborshlp  has  been  held  to- 
gether bocau.so  the  organization  had  been  able  to  continuo.lly 
increase  prices  and  when  recessions  took  place,  the  organiza- 
tion continually  fought  any  decreases. 

This  policy  has  held  true  all  through  the  decreasing 
prices  of  the  past  throe  years.    It  night  have  been  to  the 
benefit   of  the  industry  had  the  cooperative  organization 
recognized  the  factors  Influencing  the  narkets  and  voluntarily 
reduced  prices.    Such  a  policy  had  the  possibility  of  prevent- 
ing under-selling  by  conpetitive  organizations.    The  stujibling 
stone  in  the  way  of  such  a  policy  v/ar:  the  previous  s.tter.ipts  of 
the  organization  to  continiially  increase  prices  or  argue 
against  decreases  in  face  of  conditions  which  warranted  lowor 
returns.    It  is  believed  tiiat  ha;!  the  cooperative  ns.nager-ent 
continually  Inforried  its  ncribcrs  of  narkct  infltiences,  they 
v/ould  havo  had  little  difficulty  in  narketing  nilk  at  prices 
which  rere  in  lino  with  i;iarkct  conditions. 

It  will  be  noticed  that  production  control  was  not  In- 
cluded above  as  a  function  of  a  rallk  producers'  cooperative. 
No  doubt  the  regional  cooperative  has  perfomed  sor.ic  functions 
in  tlic  past  vtoich  approach  production  control,  su.ch  as  dlA/crtr- 
ing  sonc  of  its  production  to  lower-order  uses,  v/hich  is  pro- 
duction control  only  in  a  special  sense.    In  sonc  cases  agree- 
nonts  have  been  nade  v/ith  ncnbers  of  cooperatives  for  hold- 
ing back  a  portion  of  the  product  and  sending  to  narket  only 
that  which  can  be  sold  at  a  reasonable  pi'j.cc  and.  X53.ylng  the 
nenbcrs  for  the  portion  not  sold..    In  the  case  of  dairy 
products,  such  attcnpts  have  not  been  successful, 

Basic  rating  and  surplus  plans,  as  developed  by  fluid 
nilk  cooperatives,  are  sonetincs  spoken  of  as  production 
control  plans.   However,  that  assunptlon  is  fallacious  since 
these  plans  only  provide  for  a  fair  distribution  of  fluid  nilk 
sales  oj-.iong  oJ.1  producers  in  the  narket  and  provide  for  an 


equal  distribution  on  that  portion  of  the  fluid  nllk  which 
Is  utilized  in  the  lower-priced  products.    It  nay  be  that 
sone  individual  producers  will  reduce  thior  production  be- 
cause the  price  which  they  receive  for  their  surplus  r.illk 
does  not  pay  for  the  additional  cost.    However,  in  other 
parts  of  the  region  or  country  under  the  sai'ie  price  schedule 
farmers  nay  increase  their  siirplus  deliveries  because  they 
nay  be  so  situated  that  the  surplvis  price  will  nore  than 
conpensate  for  the  Increased  cost  for  producing  the  surplus 
ni  Ik , 

Volu.ntary  production  control,  as  it  was  proposed  last 
winter  by  t'le  ...A .A.  brings  about  reduced  production  by 
Introducing  an  instrunent  of  social  control,   the  benefit 
paynent,  which  changes  the  conplexion  of  the  individual  pro- 
ducer's prod^action  progron.    Under  low  prices  and  vathout 
a  benefit  paynent  the  individual  producer  is  forced  to 
produce  as  nuch  or  norc,  since,  because  of  overhead  costs, 
he  v/ill  lose  nore  to  shiit  dovni  than  to  go  ahead  v/ith  his 
regular  production  progran,   '.71  th  the  introduction  of  a 
benefit  pa-ynont,  the  individual  farr.icr  operating  \mder 
private  ovmership,  free  to  act  according  to  his  own  judgnent, 
is  pronised  nore  to  reduce  production  and  receive  a  benefit 
paynent.    In  otjier  words,  the  individual  farner  acts  under 
the  force  of  the  profit  notivc,    Ko  cooperative  organisation 
is  powerfvil  enough  to  overcone  this  notivc  of  its  individual 
ncnbers. 

National  prodiiction  of  the  lower-order  dairy  products 
detcmlnes  the  price  that  the  farner  gets  fo"r  his  surplus 
nllk.    Thus,  even  with  a  Federal  license  for  a  nilkshed, 
producers  within  that  shed  are  still  in  direct  conpetition   "  , 
with  the  national  production  of  dairy  products.   Hence,  it 
seens  that  wc  have  to  agree  v/ith  the  Adjranl  strati  on  that  it 
is  possible  to  conceive  of  conditions  where  national  dairy 
output  night  exceed  the  effective  dcnand  for  that  output  and  a 
control  plan  night  be  necessary.    It  is  also  obvious  that 
such  a  plan  can  be  carried  ou.t  only  on  a  nation-wide  basis, 
and  that  it  can  be  carried  out  only  under  a  Federal  Adnlnis- 
tration  because  this  problon  is  entirely  outside  the  scope 
of  a  local  or  regional  cooperative. 

Cooperative  organization  and  its  nenbcrship  are  at  con- 
flict when  a  progran  of  reduction  of  supplies  is  necessary. 
Production  control,  as  wc  now  think  of  it,  brings  tis  two  or 
three  rather  vita],  problcns '  wMch  should  be  discussed  by  this 
groui).    In  the  first  place,  the  success  of  a  large  coopera- 
tive depends  u; on  volune   of  business  and  its  paid  nanagers 
are  interested  that  the  enterprise  shall  succeed.    The  oper- 
ating cooperativo  needs  a  certain  volu::;e  of  nllk  in  order  to 
nako  its  unit  cost  of  handling  low  enough  to  be  efficient, 
V/lth  benefit  payi:ients  and  production  control  the  Individual 
nenber's  interests,  on  the  other  hand,  have  been  turned  fron 
that  of  increased  volune  to  nore  profit  with  a  decreased 
volu:.:e.    This  cuts  dov/n  the  anount  of  supply  going  into  the 
plant  of  the  cocperatlvo  and,  therefore, increases  the  unit  cosi 
of  handling.    It  is  a  case  of  the  individual  nenbor  no.king 
nore  profit  on  production  operations  by  reducing  volune  and 
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at  the  sane  tine  sacrificing  sonc  efficiency  in  hie  coopera- 
tive 1)7  reducing  the  ai.ioimtG  ¥;hich  it  hanclloG,   This  pre- 
sents a  clash  of  interests  betv/een  the  individual  nenbcrs  of 
cooperatives  and  their  paid  r.iaiiagors,   Hov;  can  these  tvio 
interests  he  practically  reconciled?    Perhaps  hero  is  an 
internal  prohlen  of  business  structure  and  nan  a,;; -orient  • 

In  the  large  cooperative  organisations  there  is  quite 
often  a  division  of  lahor   as  between  salesnon  and  fielctaen, 
Tho  salesnon  arc  generally  at  the  top  of  the  cooperative's 
paid  nanagcnent ,    Therefore,  tliis  group  is  interested  in 
naxinun  Inconc  and  volunc  for  the  association,  v/l-iilc  its 
ficldnon,  on  the  other  hand,  arc  interested  in  satisfying 
the  ncnbcrship.    Their  interests  arc  the  sane  as  the 
Inlivldual  r^.enbcr's  interest.    Is  it  possible  to  develop  a 
teclmiquc  in  cooperative  nanagenent  wlilch  will  bring  these 
two  interests  together? 

If  the  dairy  industry  should  ever  sidDnit  to  a  National 
Production  Control  Plcji  built  around  cconty  production  con- 
trol coru-.n-ttccs,  wo  v/ould  have  anotlicr  group  of  related  prob- 
Icns  to  consider.    It  is  possible  that  the  coujity  prodixction 
control  coirunittcc  i;iay  eventually  carry  out  sor.'.e  of  the  func- 
tions of  an  cducation.al  nature  viiich  v;crc  ncntioncd  before  as 
functions  of  nilk  cooperatives.   However,  at  this  point  it 
socns  that  the  field  of  education  is  so  large  that  neitlier 
group  vdll  need  to  fear  overstepping  .on  the  part  of  tho  other 
group.    The  only  problcn  is  to  work  out  satisfactory  under- 
standings bctv/een  cooperative  groups  and  county  production 
control  con];iittees  so  that  thoj   can  work  side  by  side, 
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The  county  production  control  ca-u:iittee  also  presents 
a  now  problon  concerning  tho  technique  of  handling  najoritics 
and  ninoritios.    Cooperatives  in  the  past  have  dealt  largely 
v/ith  ninorltlcs  or  slight  najorities  and  even  then  it  was  ' 
not  so  inperatlvc  that  all  decisions  satisfy  every  ncnber. 
However,  vAth  the  county  production  control  connittcc  it 
necessarily  nccns  v/orking  vdth  a   najority  (85-95  pc^r*  cent) 
and  the  success  of  their  whole  progran  depends  upon  holding 
this  large  najority,    Tiioy  .nust  be  very  tactful  and  consider- 
ate with  respect  to  oven  the  };-:inor  grouxjs  and  their  opinions. 

This  sane  problon  leads  into  a  broader  field  of  regional 
and  national  scope.    The  Agricultural  Adju.st!"ent  Adnini stra- 
ti on  nust  certainly  spend  a  great  deal  of  tine  in  develop- 
ing a  certain  teclmique  of  social  dealing  in  order  to  recon- 
cile the  older  ncnbers  in  cooperative  fields  to  the  nev/cr 
progran,  '  This  problon  could  v;ell  be  discussed  by  this 
Institute, 


DISCUSSION 

i-.Ir,   Nichols; 

I  cone  fron  that  section  of  Verriont  where  the  price  of 
nilk  is  very  low,    Crean  production  is  high.    Five-sixths  of 
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our  r.illk  Ic  naclc  In  the  sixi-xier  months  ancl  there  Is  very  little 
fror.  Chrlstnas  until  the  first  of  March,    I  have  l3een  connec- 
ted with  the  crcan  biisinoss  for  twenty  yearn,  and  I  know  that 
there  is  a  higher  r^rlcc  for  crean  o.t  the  farri  than  the  pro- 
ducers ^ct  for  the  surplus  ralko   There  is  a  very  bad  situa- 
tion ui^  there  in  Franklin  County  and  if  the  condition  goes  on 
as  it  has  since  the  first  of  January,  it  will  riean  bankruptcy 
for  those  farr^ors.    Under  the  plan  I.Ir ,  Davis  spoke  about, 
they  are  going  oh  the  surplus  rating  plan  for  ninety  days 
because  they  have  boon  shipping  creai.i.   Now  "  the  surplus  price 
u.p  there  is   ab^'^ut  95/  l-cr  hundredweight.    There  is  JO^ 
for  ha.uling  vdiich  leaves  about  65/  net  for  that  rillk  at  the 
farn.    No  one  can  live  on  those  prices. 

That  little  section  up  there,  I  think  is  the  ':c3t  dairy 
section  in  Vernont,   We  raise  oui'"  own  stock  and  get  along 
fairly  vtoII,  but  yet  those  farmers  arc  forced  to  go  en  a 
riilk  surplus  basis  for  9O  days  at  60/  per  hijin.dredv;oight  in 
order  to  got  a   rating.    If  at  any  tine  they  should  drop 
bclov/  that,  the  lov;  point  will  be  the  rating  for  the  next 
year.   Under  that  plan  every  one  of  those  farners  or  5/6 
of  thci.i  are  going  to  lose  practically  all  the  rating,    / 
Vihcn   they  ta]:e  our  r:arkets  away  fror.  us  which  have  been  pay- 
ing 30/  to  5^-l/  ^  pomiid  for  bu.tter  fat  on  the  farm.  Consoli- 
dated Dairies  cones  along  offering  in  the  sarie  section,  no 
figures  for  publication,  b\it  as  near   as  I  can  find  out,  5/ 
to  10/  a  pound  less,    Nov>  that  is  a  pretty  serious  situation 
for  those  people  up  there.    There  seen  to  be  a  certain  few 
that  arc  bound  to  keep  that  group  oat  of  the  nilk  picture 
and  they  are  doing  i-t  very  satisfactorily  under  present 
conditions . 

Mr,  "/,  P,  Davis: 

The  northern  part  of  Franklin  County,  Vernont  has  been 
the  last  production  area  in  the  New  England  nilkshed  as  we 
have  novcd  fron  a  substantial  crcan  producing  progran  to  a 
fluid  nilk  progra::i,   i^t  the  present  tine.  Consolidated 
Dairies  does  not  operate  tlic  Wauc'jiiset  creancry  which  was 
referred  to  by  Mr,  Nicliols.    An  agrecr.ient,  however,  to 
purchase  the  unit  has  been  v/erkcd  out,    Proba':ly  the 
financing  provision  v/ill  be  conpletcd  early  in  J^ily.    I 
have  been  ailvised  that  the  Wauchuset  "U-nlt,  as  a  proprietary 
unit,  is  in  violation  of  the  Federal  license  as  it  operates 
at  the  present  tine,    I  ai:i  not  siore  that  this  is  accurate. 
Perhaps  Mr,  Jensen  can  furnish  infornation  on  that  point. 
It  does  present  a  real  problen  in  bringing  a  crean  territory 
onto  a  federal  license  basic  nilk  progran  and  every  effort 
v/i.ll  be  r-ado  to  do  it  as  fairly  as  possible.   Again  it  calls 
attention  to  the  need  of  flexibility  in  the  hands  of  the 
nilk  adr:inistrator  to  nect  problens  of  this  kind  in  the 
operation  of  a  general  license.    In  this  instance  opportmiity 
should  be  given  to  those  producers  to  level  up  their  produc- 
tion, because  as  they  I'.iove  into  a  position  of  furnishing  a 
fluid  nilk  narket  the  nilk  progran  of  necessity  nust  change. 
The  consunption  of  fluid  nilk  follows  a  reasonably  level  line, 
Extrones  of  tenpcratiire  influence  sales;   radical  price  reduc- 
tions increase  then;   radical  price  advances  decrease  then. 
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Therefore  v/e  tlilnk  it  sound  that  producers  study  their  nar- 
ket  outlet  and  novo   their  production  prograr.i  into  hari'.iony 
with  their  market  and  as  the  territory  noves  fron  crccarx  to 
nilk,  equitable  troatnont  should  he  ^iven  in  riectin.j  a 
problon  similar  to  that  oiitllned  by  I.ir,  Nichols,  and  Con- 
solidated Dairies,  as  it  \vorks  on  a  procrai"!  in  such  regions, 
will  clve  such  '  trcatr.icnt  to  the  problcn, 

Mr.  Nichols: 

I  think  nost  people  v/ant  to  be  fair.    It  is  just  their 
hurian  nature.    Flexibility  has  rot  an  awful  lot  of  hitches 
in  it.   Now  we  are  just  r^oing  throu,';h  a  situation  there 
such  that  I  do  not  Icnow  \vhere  vi/'o  will  land.    Probably  the 
intentions  are  fair  to  the  producers  in  that  section  but 
what  is  it  doini^  to  the  producers  in  the  other  sections? 
Now  Y/e  have  run  ar^ainst  this  sitTiation  In  the  last  10  days. 
The  inana^er  of  the  Consolidated  Dairies  has  been  offering 
to  nei-:ibers  a  ratin;^  based  on  I.lay,  J^ino  and  July  production 
which  Is  probably  our  hl^lhest,  and  last  week  they  tools  1)4. 
nenbers  away  fron  another  creamery  but  in  less  than  two 
weeks  time  that  milk  all  cane  back  and  more  with  it.    If 
that  condition  "oes  on  under  the  license  they  vri.ll  have  to 
shut  down,    Hov/  does  that  affect  the  other  producers? 
V'e  have  ^-ot  a  condition  whore  milk  is  comdnr;;  from  lonr 
distances,  and  the  other  large  creai'icry  in  this  section, 
\indcr  the  license,  will  have  to  shut  its  doors  if  they  do 
not  offer  their  patrons  moro  money  and  'lichcr  ratin^^    Is 
it  fair? 

I.Ir,  Moore: 

I  sympathize  v/lth  the  remarks  of  the  previous  speaker 
a  good  deal  and  I  feel  that  it  brings  o-at  tlie  point  of  people 
who  represent  cooperation.    Personally  I  feel  that  coopera- 
tion has  failed.    Is  it  a  little  ironical  to  realize  that 
this  conpetitive  situation  in  the  Boston  market  is  the 
result  of  cooperation?    These  cooperatives  have  been  formed 
v.'ith  the  idea  in  miiid  of  bringing  the  producers  more  money 
and  they  undoubtedly  did,  but  they  develop  high  presstxrc 
managers  who  in  a  very  short  tiivio  are  competing  one  with 
another  in  the  Boston  market  and  then  you  have  the  situation 
that  you  have  now,    I  think  of  that  only  as  a  challenge. 
You  know  I  had  in  mdnd  Mr,  Davis'  rcm.arks  when  he  said  that 
if  we  havofailed  to  clearly  handle  the-  sales  price  end  we 
are  now  trying  the  production  price  end.    If  that  sliould 
fail  it  would  be  necessary  to  control  'r.oth  ends  and  the 
m.iddlo  and  in  that  case  milk  would  be  a  public  utilltjr. 
Personally  I  do  not  see  any  otjior  way  out,    I  think  that 
is  a  question  which  might  be  discussed,    I  think  that  our 
cooperative  m.ovci-'cnt  has  failed, 

Mr.  Carriga-n: 

I  think  that  the  question  v/hic]:  br,  Moore  has  raised 
is  this.   Has  cooperation  failed  or  do  v/c  need  riore  of  it? 
I  think  that  cooperation  has  not  failed  biit  as  Director  Munson 
said  it  has  not  gone  along  as  far  as  it  should.    Oftentimes 
tills  fact  has  been  called  to  my  attention  by 


proclucors ,   We  liavo  In  Vernont  nost  producers  iDclonging  to 
so:;:g  typo  of  coopcrntive  but  it  is  difficult  to  got  coopera- 
tives to  cooperate.    But  this  does  not  ]::ean  cooperation  lias 
failed.    It  just  neans  that  v/e  need  to  take  t]io  next  stop. 


Mr. 

Just  one  short  question.    Does  the  A.A.A,  have  any 
obligation  in  helping  cooperatives  to  cooperate?   Eovr   could 
thoy  or  should  they? 

I.ir ,  Che s  t  er  Davi  s ; 

Chir  obligation  is  to  assist  the  far/:ers  in  organizing 
their  production  nnd  riarkctlng  to  the  end  that  the  individual 
farners  can  have  a  better  incono,   Nov/  that  carries  with  it 
the  obligation  to  do  anything  we  can  do  to  bring  groups  of 
farners  through  their  cooperative  orgojiization  into  a 
harr.onious  progran.    In  tiils  little  narket  out  V/est  that  I 
spoke  of,  I  riiglit  have  added  that  after  r?.onths  of  attenpt- 
ing  to  get  the   leaders  into  hamony,  Mr,  Lauterbach,  v/ho  is 
a  cooporativo  leader  hirisclf,  not  with  all  of  the  actual 
bona  fide  producers  t^iensclves  in  a  big  nass  ncoting  and  there 
appeared  to  be  no  great  d.lfference  of  opinion  when  the  pro- 
ducers got  together  in  one  roon.    If  there  is  any  one  thing 
that  we  would  like  to  do  nore  tht-jn  others  in  this  dairy 
picture,  it  is  just  to  get  the  different  cooperatives  to 
cooperate  so  that  one   voice  can  speak  for  all  the  farners. 
The  lav/  does  not  give  uc,   any  authority  that  I  can  thinl<  of  to 
conpel   cooperatives  to  cooperate  as  v/e  can  by  license  conpel 
cooperation  anong  dealers  and  distributers. 


i-ii-. 


Sone   of  us  have    tried   to  get   two   orgfinizatlons,    which 
are  battling  vd  th  each  other,    together,   but   it   doesn't 
work,        !7e  felt    that   it  v/ould  be    a  good  thing   if  v/e  had   sone- 
one  v/ith  authority  to   cone   out   ana   say   "iTow  v/e  v/ill    settle 
dovrti  v/lth   one   progran  and  all  v/ill    support   it,"        I   think 
v/e   all  know   that  what  we   need  is    sone   getting  together   and 
if  you  can  help  us    to   that   end  I   believe    that   yo\ir  A.ii.A. 
v/ill  have   perfomed  its   fiinction. 

Mr,  Chester  Davis; 

I  an  very  i  uch  in  agrcei'  out  with  v/hat  this  speaker  has 
said.    If  groups  like  thlL,  do  nanlfest  a  sense  that  co- 
operative leaders  should  get  together  it  v/ould  probably 
have  a  good  effect  on  cooperative  leadership.   Every  nan  is 
representing  a  local  crcanory  situation.    It  is  natural  that 
th.e  Icad-'fc  cire  going  to  fight  for  v/hat  they  consider  is  the 
good  01  their  organisation  but  if  there  is  a  growth  of  opin- 
ions rising  for  neetlngs  like  this  fron  producers  thenselves 
v/ho  nako  up  these  organizations,  I  m,i  satlafled  that  leader- 
ship v/ill  be  v/illlng  to  look  ahead  and  adjust  tills  difference, 
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I  perhaps  can  say  what  Ivlr.  Davis  :-ll(.^.  not  say,    I  hclicvc 
that  in  the  present  energency  the  sol-ution  Is  not  i^olnr   to 
bo  found  entirely  in  legislation,  it  is  rolnr.   to  bo  foimcl  in 
the  v/illingness  of  each  and  every  one  of  vlb   to  adjust  oursol- 
voD  to  the  peculiar  situation  in  which  v/e  are  today.    In 
other  words  the  success  uf  the  A. A....  and  the  success  of  the 
cooperative  is  Going  to  depend  very  largely  in  the  ability 
of  you  and  I  as  producers  to  get  togct'ior  and  follow  the 
best  progran  that  is  proposed. 


The  Thursday  afternoon  session  opened  with   the  follov/ing 
paper  by  Einar  Jensen,  Administrator  of  the  Boston  Milk 
Marketing  License; 

THE  BQSTOK  ;.IILK  M..RKETI IIG  LICENSE 

Its  Purpose,  Operation,  and  Results, 

Introductio n 

The  Boston  i.Iilk  Marketing  License  is  one  of  the  results  of 
the  efforts  of -.the  A„A,A,  to  Incrcaso.  -  ■  ■ 

farmers'  incomes  so  as  to  approach  purchasing  power  parity  as 
stipulated  in  the  Agricultural  Adjustment  Act,    The  depres- 
sion has  brought  about  conditions  viiere  large  groups  of  the 
population  foci  that  they  arc  receiving  far  loss  than  their 
fair  share  of  the  national  income  even  if  this  national  in- 
come is  reduced  below  its  normal  level.    This  situation  has 
come  about  through  the  financial  process  which  Is  termed 
"deflation,"    Deflation  always  causes  a  general  fall  in 
prices  and  a  violent  disturbance  in  the  relationship  botv/een 
different  groups  of  prices.    The  general  fall  in  prices 
destroys,  to  a  largo  degree,  the  nossibllity  for  making 
profits  and,  because  the  productive  process  is  motivate:!  by 
profits,  this  condition  leads  to  decreased  industrial  produc- 
tion, uncmployrent  and  shrinking  incoines.    Shrinking  incomes 
in  turn  mean  decreasing  d.em.and  for  ,.all  pro.lucts  and  conse- 
quently a  further  fall  in  prices  and  further  decrease  In  pro- 
duction.   The  fall  in  prices  is  accompanied  by  a  much  more 
severe  fall  in  the  prices  of  raw  materials  .and  farm,  products 
thai'i  in  the  prices  of  finished  goods.    This  disastrous 
process  which  we  have  witnessed  for  four  years  has  its  roots 
in  the  faulty  working  of  the  financial  system  a.nd  must  be 
cured  by  financial  means,    1.11   increase  in  spending  must  be 
broLight  about  by  goverm.ient  C7:pendltures  and  increased  lend- 
ing on  the  part  of  the  banks.    This,  hcv;ever,  takes  time  and 
in  the  meantime  a  great  deal  can  be  done  to  remedy  the  situa- 
tion by  direct  action.    Abnormal  price  rclationshii-^s  can, 
to  some  degree,  be  corrected  and  the  distribution  of  purchs.s- 
ing  pov/cr  between  population  groups  can  be  affected.   Such 
action  which  would  be  prompted  by  considerations  of  social 
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justice  will  also  assist  in  the  recovery  pr^'ccss  If  not  pushed 
too  violently.    The  Boston  Milk  I.Iarkctlng  License  has  c  oinc 
about  as  one  of  the  results  of  such  effort.    Its  purpose  is 
to  increase  returns  to  the  New  Enr;lcjicl  dairy  farr.iers  who 
'.loliver  rr.ilk  to  the  Boston  market.    It  accomplishes  that 
purpose  by  brin^inr;  about  better  prices.    In  doing  so,  hov/- 
evcr.  It  also  attains  objects  more  comprehensive  in  scope 
thrai  thi  s , 

Prices  :.nd  Price  Stabilit7\r 

This  ViTill  be  shown  by  an  a.nalysis  of  what  is  mxant  by 
stability  of  price.    In  order  to  insure  that  the  producers 
receive  full  value  for  nilk  delivered,  the  License  sets  up 
supervision  of  dealers'  prices.    It  provides  that  distribu- 
tors shall  make  payiiionts  for  milk  accordin^^  to  tho  v/ay  in 
v;hich  it  is  used.    The  Class  1  price  is  id!i3.  d  for  milk  which 
is  utilized  as  v.holc  milk.    The  Class  11  price  is  paid  for 
a.ll  other  milk  raost  of  v/hich  is  made  into  ci'cajn.    The  pay- 
i'lont  according  to  use  i;-;akes  it  necessary  that  the  dealers 
report   to  the  administrator's  office  hew  much  m_llk  was  re- 
ceived from  producers  du.ring  each  pay  period  and  also  what 
use  was  made  of  it,  if  it  was  used  for  Class  1   or  Class  11 
purposes.    This  means  that  before  a  price  can  be  computed 
and  announced  for  tJie  pay_  period  reports  m.ust  be  received 
from  tho  distributors  buying  from  producers.    These  reports 
must  be  siumnarlzcd,  accoimt  taken  of  all  adjustmiont  for  loca- 
tion, etc.,  an  1  average  prices  compvited,   Pirpthormore,  in 
order  to  check  the  rep o r t s , c omp 1 c t e  and  thorough  periodic 
audi t s  must  l2c  made  of  all  tlac  distributors'  books  and 
records,  '"The  cost  of  auditing  constitiites  the  largest  single 
Item  of  expense  a:nong  adm.ini  strati  on  expenses,  yet  it  is  cji 
outlay  well  worth  v/hilc. 

Under  this  arrangement  all  distri^'mtors  pay  the  estab- 
lisliod  prices  for  mi  Ik .   The  cost  of  milk  thus  becomes  tho 
sane  to  all  distributors.    It  is  no  longer  possible  for 
som-O  dealers  to  underbuy  their  competitors. 

By  this  procedure  tho  fa.rmers  will  receive  full  value 
for  all  milk  sold  for,  consumption  in  the  Boston  market. 
The  established  pri.ces  at  present  are;   for  Cla.ss  1  milk  -   ^ 
of  3 . 7/^  but  tor  fat     )2.95  r"^^'  hundredweight  f.o.b,  Eoston^ 
or,  approxim.ately,  6  I/5  cents  per  qiiart,    T]iis  is  v/hat  is 
actually  paid  for  Class  1  milk  delivered  by  a  producer  direct- 
ly to  a  city  plant.    It  is  customary,  h.owcvcr,  that  distribu- 
tors take  possession  of  most  of  the  milk  at  country  receiv- 
ing stations.    By  establishing  certain  charges  to  be  miade 
for  country  operations  such  as  cost  of  running  a  country 
station,  can  chiarge;:  and  freight  charges,  th.o  License  estab- 
lishes zone  prices  to  be  paid  to  producci's  all  over  the  Milk- 
shod,  such  prices  decreasing  In  proportion  to  distojice  from 
Boston,    The  freighit  allcvirance  on  Class  1  milk  is  the  car- 
load freight  rate  from  the  point  of  shipment  to  tho  Boston 
r^arkct.    It  is  assi-uacd  in  the  absence  of  proof  to  the  cen- 
trally that  the  milk  shipped  is  that  delivered  to  those  plants 
of  a  distributor  v/l^lch  are  in  or  nearest  to  the  Greater 
Boston  market,  and  t]?.at  separating  of  milk  not  needed  for 
fluid  sales  takes  place  in  the  stations  farthest  removed 
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from  the  r.iarkct.    The  savin';,  in  freight  v/hlch  is  made 
possible  hj   tills  arrangcricnt  of  diipraents  goes  to  the  aljiist- 
mcnt  pool  and  adds  to  producers'  receipts. 

The  Class  11  price  is  based  on  the  price  of  butter  in  ■ 
the  Boston  market  being  at  present  110^  of  the  average  price 
per  pound  of  92  score  fresh  butter  at  wholesale  as  reported 
by  the  United  States  Department  of  Agriciilturc,  plus  8  l/2 
cents  supposed  to  represent  t]ie  valxie  for  manufacturing  pur*- 
jjoscs  of  85  pounds  of  skin  milk  in  every  100  pounds  of  whole 
iiiilk  delivered.    Steps  are  bfcing  taken  to  bo.sc  this  Class 
11  price  on   the  quotation  for  cream  of  bottling  quality  re- 
coivcd  at  Boston  in  carloa.d  lots  instead  of  basing  it  on 
butter.    Class  11  milk  is  being  used  for  cream..    Its  real 
value  depends  on  the  price  of  cream  in  Boston.    This  price 
often  deviated,  from  its  average  relationship  to  the  price  of 
butter  and  it  is  felt  by  most  producer  representatives  thr.t 
it  would  be  more  advantageous  to  have  the  Cla.ss  11  price 
fluctuating  with  the  price  of  cream  instead  of  with  the  price 
of  butter. 

The  butterf at  differential  for  each  point  of  test  above 
or  below  3,7^  is  '  one-tenth  of  125/j  of  the  average  price  of 
butter  at  Boston,    This  is  a  higher  differential  than  has 
been  in  use  before.    It  results  in  an  increase  in  price  of 
about  2  cents  to  producers.    Furthermore,  vmile  the  m.arkot 
rcqtiircs  about  l\.%   milk.,  the  buttcrfat  differentials  used  so 
far  have  encouraged  production  of  rxllk  of  lo\?cr  test.    It 
is  felt  that  the  present  differential  will  correct  this  situ- 
ation and  bring  a  return  to  the  producer  of  high  tost  m.llk 
which  actually  corresponds  to  the  value  of  such  milk, 

i*ai  afeini  strati  on  assessm.ent  of  2  cents  per  hundred- 
v/eight.is  m.ado  on  all  milk  a.nd  a  so-called  marketinr  service 
charge  of  5  cents  per  hundresSeight  from,  payments  to  producers 
who  are  not  m.embers  of  a;.proved  markctiaig  associations  and  do 
not  pay  dues  to  such  associations  for  services  rendered,  such 
as  checking  of  weigl'its  anc""  tests  and  guarantee  of  payment  for 
the  milk  In  case  of  failure  of  payment  on  the  part  of  the 
distributor.    It  is  also  provided  that  the  administrator's 
office  shall  retain  such  fjnounts  in  a  separate  fund  and 
utilize  such  sums  paid  by  non-members  for  these  purposes 
only.   Kg  other  deductions  than  tli.ose  mentioned  above  ..may 
be  made  whether  for  trucking  or  other  services  rendered 
except  in  accordance  with  c.    schedule  of  such  deductions 
filed  by  the  distributor  v/lth  and  approved  by  the  administra- 
tor.  Distributors  must  make  paymiont  to  producers  not  later 
than  25  days  after  the  end  of  the  pay  period  in  v/lilch  the 
m.llk  is  delivered. 

The  purpose  of  these  provisions  are  obvious^   they 
intend  to  Insure  to  the  farmer  fairly  prompt  payincnt  and   .;. 
securit:/-  of  payment, they  aim  to  protect  the  producer  against 
unreasonable  charge:  for  services  rendered  whereby  a  price 
which  on  the  surface  looks  rattier  high  in  reality  bccom.es  a 
low  price,  tlicj   aim  to  see  t--.  it  that  the  producers  actually 
receive  full  value  for  tJioir  milk  at  stipulated  prices.    In 
tlm.e  the  bonding  provisions  of  the  Llce?ise  v/111  add  to  the 
insurance  of  pavi?ient. 
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Before  Icavinr;:  the  subject  of  price  it  Ghoul'l  also  be 
r.icntioncd  that  it  io  tiie  intent  and  puryiosc  of  the  License 
to  preserve,  for  individual  producers  any  preriiuivis  that  they 
have  received  for  nilk  of  especially  hi,r;h  quality.    It  is  ex- 
pressly stated  in  the  License  that  the  announced  pr ices  are 
nlnj.r.iu]-,i  prices,  and  that  any  distributor  is  free  to  pay  r.iore 
than  sa  cii  prices,  provided  he  pays  all  producers  delivering 
the  same  quality  of  iri.ilk  the  sar.io  premiun,    Furthorraore  if 
any  producer  or  prodiiccr  group  markets  its  ov/n  nllk,  he  or 
his  group  retains  in  full  all  i)rofit  nade  by  such  r.iarketing. 
There  is  no  sharing  of  such  gains  with  anybody  else. 

The  Principlo  of  Pooling 

In  order  to  nakc  sure  that  each  and  every  producer  re- 
ceives his  fair  share  of  the  proceeds  of  the  sales  riado  in 
the  market  v/hetlicr  this  narkct  is  contracting  as  has  been 
the  case  for  several  years  or  expanding  as  it  seens  to  be 
doing  in  recent  months,  cqualij-ation  is  provided.    The  pool- 
ing arrangor;cnt  is  usually  called  "oqxialization  of  sales" 
However,  as  it  is  practiced  under  the  present  set-u]"),  a  money 
-pool  "is  operato--.!  which  receives  all  payments  for  milk 
by  di>^trib\itors  and  disburses  the  total  amount  equitably  to 
producers.    It  utilizes  the  principle  of  pooling  so  well 
knovfli  to  far:;;crs'  cooperative  associations,   A  cooperative 
v/hich  sells  its  produ.cts  at  different  prices,  at  different 
periods  of  time  retinnis  an  average  price  to  its  micmbers. 
A  cooperative  ci'ea^.'icry  v/liich  sells  3om.e  milk  at  the  high 
fluid  price  and  some  at  the  much  lower  cream,  price  does  not 
pay  some  of  its  members  the  fluid  m.ilk  price  and  others  the 
crovn   price.    The  returns  are  pooled  and  an  average  price 
is  paid.    Through  the  operation  of  the  adjustment  pool  this 
principle  is  now  extended  to  the  whole  market. 

All  the  money  available  from  sales  of  milk  in  the  Boston 
market  is  distributed  equitably  am^ong  the  producers  deliver- 
ing to  the  market.    During  the  first  throe  pay  periods  this 
was  accomplished  through  the  operation  of  a  simple  pool. 
There  was  equalization  but  no  base  rating  as  in  a  cooperative 
crea.mery  v/hich  pays  its  members  a  composite  price.    During 
these  six  weeks  individual  bases  wore  computed  for  about 
18,000  producers  from  data  fux'nishcd  in  reports  received 
from  distributors  and  cooperatives  listing  deliveries  of 
rllk  during  each  pay  period  of  1955  1^7  each  individual  pro- 
ducer, 

Ba s e  Rating 

The  bases  v/orc  put  into  effect  May  1st,    By  so  doing 
the  situation  was  avoided  whereby  producers  vdio  had  relative- 
ly uniform  deliveries  of  milk  during  the  year  be  required  to 
carry  the  same  proportion  of  surplus  during  the  heavy  produc- 
tion season  as  producers  who  make  several  times  m_ore  m.ilk 
in  the  flush  season  than  in  the  fall,    Th^t  is,  the  highly 
seasonal  production  is  discouraged  by  a  lower  price  for  the 
excess  milk  which  can  only  be  used  for  cream.    In  the  last 
part  of  July  and  during  the  month  of  August  there  is  normally 
no  su.rplus  in  the  Boston  market  beyond  a  mere  safety  margin 
to  take  care  of  daily  fluctuations.    All  producers  whose 


clolivGrlos  aro  ricodc:!  durinp;  tlai s  short  season  slioi.ilcl  have 
their  share  of  the  narkct  the  ;,'car  around, lout  "the  producer 
?/ho  contrlVutcG  very  little  at  the  tii'ie  viicn  nllk  is  most 
needed  and  produces  r.iuch  nilk  at  otlicr  tines  when  thr;t  nllk 
is  not  needed  for  fluid  purposes  shovild  not  be  paid  the  scmic 
averap;c  price  for  his  rallk  one  pay  period  after  another  the 
year  around  as  that  producer  who  has  x^ractically  as  high  pro- 
duction durin,^  the  short  season  as  the  rest  of  the  year. 
The  "base  rating  i^lan  acconpllshcs  that  iDurposo,    In  doi3ig  so 
it  discourages  highly  seasonal  production  which  is  desirahle„ 
If  the  base  rating  plan  is  justific;!  anyv/hcre,  it  Is  in  the 
Boston  Milkshcd,    The  License  porriits  the  administrator  to 
make  such  adjustncnts  in  the  ratings  of  producers  as  arc 
deemed  necessary  to  make  these  ratings  cquitahle  among  pro- 
ducers.  About  700  applications  for  adjustment  in  bases  have 
been  received  and  adjusti.iont  has  been  mado  in  approjjdnately 
1|.00  cases. 

The  License,  however,  does  not  carry  the  base  rating 
plan  through  to  its  full  extent.    It  does  distribute  all 
money  available  equitably  rjnong  the  different  groups  of 
producers  ojid  individual  producers  not  members  of  any  rxarkct- 
Ing  association,  but  it  leaves  it  up  to  the  organized  prodiic-* 
er  groups  to  make  the  further  distribution  to  oach  individual 
farmer  in  an  equitable  way.    It  leaves  them  free  to  pay  on 
the  Federal  bases  or  bases  of  their  ovm  or  employ  other  price 
plans  which  they  may  prefer. 

This  feature  of  the  License  is  perhaps  its  least  desir- 
able part  and  should  be  corrected  in  the  not  too  distant 
future.    At  the  time  the  License  was  put  into  effect  there 
wore  in  the  shed  groups  of  farmers  who  had  had  no  experience 
with  base  rating  and  were  distrustful  of  it.    In  order  to 
give  time  to  such  producers  to  adjust  themselves,  they  were 
permitted  to  continue  for  a  while  on  their  present  price 
plans  if  they  should  so  desire.    In  the  meantime  there  would 
be,  nevertheless,  an  equitable  distribution  from  the  pool  0. - 
among  producer  groups.    Producers  v/lthln  each  group,  however, 
must  realize  that  it  is  only  fair  that  the  bo.se  rating  shall 
be  carried  through  to  individual  producers.    We  shall  then 
have  only  one  set  of  bases  Instead  of  several  sets  of  bases 
as  we  have  now  and  we  shall  have  only  one  price  on  base  m.ilk, 
ll/hilc  it  is  now  very  difficult  to  check  prices  paid  to  pro- 
ducers, when  there  aro  but  one  set  of  bases  in  the  market 
the  checking  of  prices  will  become  much  easier  and,  last  but 
not  least,  producers  will  be  more  satisfied  with  a  price  plan 
which  is  less  complicated,  and,  for  that  reason,  more  easily 
\inderstood.    Incidentally,  a  member  of  distributors  v/ill 
also  be  saved  considerable  office  work  v/hen  they  need  to 
make  out  only  one  report  and  utilize  only  one  set  of  bases 
instead  of  two  as  nov/. 

Operation  of  the  Adjustment  Pool 

The  same  price  to  all  distributors  In  the  market,  and  an 
equitable  distribution  between  producer  \groups  of  the  entire 
amount  of  money  received  from  distributors  in  the  Boston  inar- 
ket  is  attained  through  the  operation  of  the  adjustment  pool. 


The  whole  scheme  looks  rather  complicated  but  the  principle 
of  it  is  si  r.plc  and  easily  understood  if,  instead  of  the 
present  v/ay  of  organization,  we  operated  the  pool  in  a  sl^f^ht- 
ly  -lifferent  way.    For  simplicity's  sake,  v/e  may  just  as 
well  assuine  that  the  distributors.  Instead  of  paying  the  ,  .  . 
farmers  directly  for  the  milk,  pay  to  the  Market  jViministra- 
tor's  office  the  Class  1  price  for  every  hundred  pounds  of 
milk  used  as  Class  1,    and  the  Class  II  price  for  all  milk 
not  used  as  Class  I  taking  account  of  location  from  Boston 
of  station  v/hcrc  they  take  delivery  of  the  milk.   Milk'  is 
v;orth  more  delivered  to  a  plant  in  Boston  than  to  a  plant 
at  Enosburg  Falls,    The  entire  stun  of  money  is  then  dis- 
tributed by  the  adi'ninistrator '  s  office  to  each  farmer  through- 
out the  milk  shed,  and  it  is  allocated  in  accordance  with  the 
amount  of  base  and  excess  milk  delivered  by  the  total  number 
of  producers  in  each  producer  group.   Here  again  v/e  take 
account  of  location  differentials,    V/hen  the  money  is  re- 
ceived by  the  producer  group,  it  is  distributed  to  the  in- 
dividual fa.rmcrs  according  to  the  ba.ses  established  for  these 
producers  by  the  aciiiinistrator '  s  office  (Federal  bases),  or 
the  group  may  compute  Its  own  pool  and  distribute  the  m.oney 
according  to  br.ses  cot  up  by  th.e  association  itself.    Or 
it  m.ay  pay  its  fari'.icrs  according  to  buttcrfat  or  according 
to  some  other  price  plan,   V/ith  this  kind  of  a  set-up,  it 
is  easily  seen  that  it  makos_  no  difference  to  one  particular 
farmer  if  he  delivers  to  a  distributor  who  has  very  high 
fluid  sales,  or  if  .lie  delivers  to  a  distributor  who  sells 
most  of  hi s  ni Ik  in  the  form  of  cream.   He  receives  the 
same  return  as  other  farmers  and  the  return  is  dependent  upon 
the  proportion  of  total  sales  to  total  deliveries  in  the 
market,  not  on  the  proportion  of  fluid  sales  of  the  distribu- 
tor to  whom  he  happens  to  deliver.   All  distributors  are 
the  sales  agents  of  each  and  every  farmer,  and  it  makes  no 
difference  if  the  distributor  to  whom  the  producer  delivers 
■expands  or  contracts  his  sales.    This  is  the  very  heart  of 
the  pooling  arrangcm.ent  and  this  fundamental  thought  has  not 
yet  tcJ-cen  hold  with  the  producers  at  rill. 

It  may  seem  strange  to  farmers  who  are  in  the  favorable 
circumstance  that  they  deliver  to  a  dealer  v/ith  very  high 
fluid  sales  that  they  should  give  up  the  advantage  of  these 
high  fluid  sales  in  order  to  make  it  possible  for  some  other 
farmers  who  deliver  to  a  dealer  v/ith  low  fluid  sales  to 
receive  a  better  price.    There  is  a  real  reason  why  they 
should  do  so  however,  and  the  reason  is  that  by  this  arrange- 
ment it  becomes  possible  to  stabilize  the  price  a.nd  prevent 
the  general  level  of  prices  in  the  market  to  decrease  to  such 
an  extent  that  oven  these  producers,  in  spite  of  their  favor- 
able position,  would  receive  a  lower  price  than  the  price 
they  receive  in  a  stabilized  Fiarket  where  equalization  takes 
pla.co  and  they  get  only  the  sojue  share  of  fluid  sales  as 
other  producers. 

Milk  markets  are  rather  crudely  organized  and  if  any 
considera.ble  am.ount  of  surplus  milk  is  offered  at  a  cut 
price  it  tends  to  force  the  fluid  mxilk  price  down  to  a  lower 
level  throughout  the  market  end    severe  competition  may  v/cll 
for  long  periods  force  it  far  bclcw  its  true  competitive 


level,  thct   is,  the  level  it  would  attain  in  a  hirdily  or^^-n- 
izcd  and  perfectly  v/orklns  narkct  with  free  competition. 
Tills  has  happcnoil  time  and  again  in  the  Boston  market c 
History  shov;s  that  no  group  within  reach  of  the  market  co-n 
be  kept  fror.i  participating  and  no  groups  should  bo   prevented 
fron  participating,  but  through  equali2;ation  of  fluid  sales 
throughout  the  riarli:et  each  group  shall  share  equitably  in 
tho  sales  of  fluid  idlk  and  also  in  the  lower  price  for  ex- 
cess milk.    For  years  it  has  been  held  that  a  unlforn  cost 
of  nilk  to  p11  dealers  and  an  equitable  sharing  of  both 
fluid  and  surplus  sales  among  all  prodiacers  are  the  funda- 
mentals in  price  stabilization.    Even  the  Sui")rcmo  Court  of 
the  Unite '■  States  has  expressed  itself  on  this  point  in  the 
follomng  manner; 

"a  satisfactory  stabilization  of  prices  for  fluid  milk 
requires  that  the  burden  of  surplus  milk  bo  shared 
equally  by  nil  producers  and  all  distributors  in  the 
milk  shed.    So  long  as  the  svirplus  burden  is  unequal^ 
ly  distributed  t]\e   pressure  to  m_arket  surplus  m.ilk  in 
fluid  form  v/ill  bo  a  serious  disturbing  factor." 

The  actual  operation  of  the  adjustment  pool  is  differ- 
ent from,  the  pictua^c  indicated  above.    The  adaiiinistrator '  s 
office  does  not  receive  a  sum  of  money  equivalent  to  the 
total  use  value  of  the  milk,    Insteal  it  receives  and 
dLisburoes  only  the  balances  from  anc]  to  milk  distributors, 
namely,  balances  from  distributors  v/ithrore  thcji  average 
fluid  sales,  to  distributors  v/ith  less  than  average  fluid 
sales.    To  pu.t  it  r-'orc  exactly,  it  utilizes  the  distributors 
as  paying  agents  to  pay  the  money  from,  the  pool  to  the  pro- 
ducers and  the  adjustm.ent  pool  makes  it  possible  for  all  the 
distributors  to  pay  the  same  price. 

Distributors  are  obligated  to  the  pool  for  sales  at 
Class  I  and  Class  II  price.   They  are  credited  in  the  pool 
for  amounts  due  their  producers  and  those  amounts  depend 
upon  the  qiiantitlcs  of  base  and  excess  milk  they   have  re- 
ceived.   Some   distributors  v/ho  have  large  fluid,  sa"^  es  and 
a  low  proportion  of  base  milk  arc  obligated  to  pay  more  for 
m.ilk  used  than  arc  due  their  producers.    Such  distributors 
pay  into  the  pool.    If  thejr  did  not  do  so  they  v/ould  be  . 
Lindorbuylng  thoii"  competitors.    These  cxiounts  are  paid  ovit 
to  other  distribu|;ors  and  are  sufficient  and  only  sufficient 
to  enable  these  , "   •distributors  to  pay  their  farmers  the 
a.voragc  base  and  excess  lyrlcc   for  the  whole  market  in  spite 
of  the  fact  that  they  from  their  own  sales  do  not  have 
money  cnougii  to  pay  these  average  prices,  that  is,  tlieir 
obligations  to  producers  for  base  and  excess  milk  exceed 
what  they  maist  account  for  to  the  pool  for  milk  used  as 
Clc.ss  I  and  Class  II, 

To  v;hat  extent  are  these  operations  carried  out?   It  is 
obvious  that  we  should  never  arrive  at  the  point  where  we  are 
able  to  accov.nt  for  every  quart  of  -^llk  that  is  sold  in 
Boston,    T]ic  License  specifically  provides  that  certain 
distributors  sro  v/helly,  or  partljr,  oxem.ptcd  from  the  adjust- 
ment pool.    All  producer-distributors  arc  exempt  to  the 


oxtont  of  250  qur.rts  a  'ir.y,    V/c  have,  liowcvor,  received 
rciTorts  from  gouc  350  c11strll:!i-itors  out  of  cJoout  590*    Most 
of  the  rest  of  the  ell strilju tors  arc  such  snail  proJiiccr- 
distributors  that  they  will  he  cxenptcd  from  the  pool  any- 
way.   The  o.r.iount  of  rillk  accoxuitcd  for  in  the  pool  accord- 
ing to  the  host  available  eGtlriatcs  is  well  above  90/^»   I^ 
the  adjustr.icnt  pool  v/e  shr21  never  expect  to  collect  every 
cent  on  the  third  day  after  bills  are  rendered,    '7c  have 
succeeded,  however,  in  collcctins  on  the  earliest  pool  95^ 
of  total  amounts  due.    This,  in  connection  m th  the  way 
late  reports  arc  treated  in  the  adjustnent  pool,  has  enabled 
us  to  pay  each  and  every  distributor  promptly  on  tiz'.ie  the 
amounts  due  hln  from  the  pool.    This  ''las  p.a.de  it  possible 
for  certain  producer  groups  to  pay  the  full  price  to  their 
prodiicers  in  spite  of  the  fact  that  they  have  lost  practical- 
ly their  caitiro  market  for  fluid  sa.lcs  , 

New  Prodixccrs 

Producers  often  ask,  "\"/]iy  do  wo  not  get  ':?2,95  pcr 
hundredwei.^ht  for  our  milk,  vdiich  is  the  Class  I  License 
price?"    The  answer  is  that  they  do  get  that  for  as  much 
of  the  milk  as  can  bo  sold  for  Class  I  paarposcs,  but  so 
m_any  producers  want  to  produce  at  that  price  that  consider- 
able m.ore  milk  Is  offered  to  the  m,arket  than  is  needed  for 
fluid  sales.    It  is  not  the  intent  of  the  License  to  pre- 
vent any  farmer  from,  coming  irto  the  ma.rket  if  he  is  located 
at  such  a  distance  from  Boston  that  it  wou.ld  pay  him  to 
produce  milk  for  the  Boston  market.    The  License  only  alms 
to  stabilize  the  producer  group.    The  producer  m.ust  make 
up  his  mind  that  he  wants  to  be  in  the  Boston  market  per- 
manently.   It  should  not  bo  possible  for  producers  to 
crowd  into  the  m.arket  on  account  of  an  Irmedlate  advantage 
or  leave  for  a  temporary  advantage  elsewhere  and  later 
come  back  in  again.    Per  this  reason,  the  License  oontclns 
the  provision  that  producers  who  heretofore  delivered  milk 
to  another  market  riust  take  the  excess  price  (the  Class  II 
price)  for  all  their  milk  for  the  first  90  days  they  deliver 
milk  to  Boston  and  they  .must  lose  th.eir  base  if  they 
voluntarily  cease  to  deliver  milk  for  J4.5  d.ays. 

Results  of  the  License 

After  a  t'ricf  outline  indicating  the  purpose  and  opera- 
tion of  the  License,  It  might  well  be  asked  then  what  are 
the  results,    I  think  it  is  fair  to  say  that  the  License 
has  alreo.dy  accor.ipllshed  a  very  important  part  of  its  intent 
and  purpose.    The  price  has  been  stabilized  and  the  farmers 
have  obtained  better  prices.    If  we  coinparc  prices  and 
voluj'.ie  of  r.ilk  produced  this  year  with  prices  and  production 
for  last  year,  we  find  that   from  the  m.lddle  of  Mo.rch  to 
date.  New  Englo.nd  dairy  farmcru  delivering  to  the  Boston 
market  have  received  not  less  than  $1,000,000  more  for  their 
milk  than  for  milk  received  during  the  corresponding  period 
of  last  year,    Estlm.ates  have  been  made  for  each  pay  period, 
"-'These  estimates  have  been  running  close  to  f|^200,000  a  pay 
period.    The  largest  producer  group  has  stated  publicly 
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that  tiicy  think  that  these  estlriatcs  are  too  low.    So,  if' 
our  fi^u-rc  is  in  error,  it  is  too  low  rather  than  too  hiHi, 
I  need  not  discuss  in  detail  w]iat  this  extra  ar.iount  of  pur- 
chasing power  has  neant  to  IJcw  England  farr.iers  and  farin 
coi'Ciiunities ,    The  situation  as  to  debts,  collections  and 
rccoivahlcs,  etc.,  has  hcen  raatcrially  affected. 

Of  oven  larger  inportanco,  however,  is  the  cooperation 
under  one  i.iarkctlnp  plan  of  all  the  large  producer  groups 
which  have  hcon'  affected  during  the  last  half  year.   This 
is  2or:cthing  for  v/hich  farm  leaders  have  striven  for  decades 
and  so  far  have  not  been  able  to  bring  about.    If  this  co- 
operation can  be  reduced  to  a  routine  natter,  considerably 
larger  gains  will  be  nadc  in  the  future  by  foregoing 
irincdiatc  petty  gains  and  working  together  for  larger,  noro 
worthwhile  ob j ect s , 

Besides  the  iirii'icdiate  results,  I  should  like  to  indi- 
cate briefly  rcsr.lto  which  rGasona"l-)ly  nay  be  G::pected  in  the 
future,    Ar,:ong  th-cio,  I  should  like  to  point  to  the  proba- 
bility of  a  spcedin;'  up  of  th.e  d^evelopnont  tov/ards  a  more 
largo  scale  operatic>n  of  the  country  cn'.l  of  nilk  marketing, 
Tlie  centralization  of  receipts  of  nilk  into  larger  units  is 
soriothing  that  has  \ocn   going  on  steadily,  but  the  License 
no  doubt  will  facilitate  tl-,.is  process,    VJc  have  here  to  con- 
sider the  basic  fact  that  dairy  farming  is  most  efficiently 
carried  on  in  snail  ^inlts,  v/hlle  the  marketing  of  milk  for 
the  most  part  must  be  done  on   a  big  scale.    Costs  of  operat- 
ing country  receiving  stations  arc  too  high  if  the  volume 
does  not  perirdt  the  use  of  modern  equipmicnt  and  the 
utilization  of  it  somcvmerc  near  to  its  capacity.   The 
License  equalizes  the  price  to  be  paid  to  all  farmers  locat- 
ed in  the  sa.ic  zone  and  milk  will  tend  to  gravitate  towards 
the  nearest  receiving  station,    Hov/evcr,  the  cost  of  operat- 
ing coiuitry  stations  falls  cither  on  the  proprietary 
distributor  or   on  the  far:''.ers  themselves  in  case  of  co- 
operative country  stations.    If  the  volume  is  too  small, 
the  proprietary  distributor  v;ill  sell  out  or  m.crge  with  some 
other  distributor,  and  in  the  case  of  cooperative  creameries, 
the  soxic   thing  vrill   happc^n  if  there  is  something  to  be  gained 
by  doing  so,  "Ijy  the  farmers  delivering  to  sucli  receiving  .- 
stations.    Motor  transportation  and  improved  roads  encour- 
age such  a  development.    Generally,  I  think  it  may  truly  be 
said  that  the  equalisation  v/hereby  farmxors  are  insxircd  their 
share  of  the  fluid  market  will  make  it  moi^c  v;orthwhile  for 
the  producers  to  concentrate  on  production  and  less  d.esir- 
able  for  them  to  go  into  marketing  ej^icept  if  they  are  able 
to  go  into  it  on  such  a   scale  that  they  gain  the  economies 
of  large-scale  operation,   '^licj   do  not  have  to  do  so  any 
m.ore  in  order  to  get  their  share  of  the  fluid  so.les  in  the 
matrliot,    Tho.t  docs  not  mean  that  it  may  not  be  worthivEilc 
for  them,  to  m.arkct  their  ovm  product,  but  if  they  choose  to 
do  30,  they  must  be  efficient  distributors  and  th.cy  m.ust  be 
able  to  operate  on  a  fairly  big  scale.    Otherwise,  they   " ] 
v/ill  not  be  able  to  bring  home  any  benefits  over  and  above 
what  it  is  possible  for  the  farmers  to  get  out  of  the  :  ■•  ".. 
m.arl:et  as  producers  only.    By  this  V  I  do  not  m.ern  to  imply 
that  we  will  not  see  some  cooperatives  succeed  in  m.ilk 
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narkcts  tlir.t  arc  staljillzccT  by  the  v'jpcrcition  of  ah'  -'~'!.just- 
racnt  pool.    Cooperatives  arc  iilovz-golnc  organi^^atlons  In 
comparison  to  private  proprietary  lour.lncs.Ges,  ancl  snch 
organj-zatlons  operate  norc  a  Ivantarcoucly  in  a  stabilizccl 
r.ar'ret  • 

V/111  the  License,  with  its  equalization  pool,  have 
slnllar  effects  in  the  city?   'Ylll  it  ica-i  to  :::cr."ors  of 
snail  units  anl  rapid  growth  of  large  ujiits?    I  do  not 
think  that  this   question  can  he  ansv/crcd  cTcflnitely  one 
way  or  the  other,    'inhere  is  nothing  in  the  License  itself 
that  necessarily  mil  create  siich.  conditions  that  snail 
units  must  unite  and  large  units  grov/  larger.    The 
econonics  of  retail  distribution  is  of  such  nature  that  a 
sr:all  unit,  if  it  has  its  business  conccntratC'l,  can  operate 
econoinically  conpared  to  large  units,  and  r.r.y  well  hold  its 
own.    The  License,  however,  docs  bring  about  tJiat  the  cost 
of  iillk  to  all  distributors  bccozjes  the  saric  and  to  some  of 
the  sr.]allcr  distributors  this  iiiay  call  for  considerable  ad- 
jus  tnont  but  need  not  leal  to  too  groat  a  pressure  if  the 
price  policy  of  the  larger  units  is  not  of  such  nature  as 
to  cause  an  extrcnely  lov/  spread  on  v.hlch  to  operate, 

I  think  it  is  fair  to  say  that  the  operation  of  the 
License  represents  a  very  close  approach  to  a  satisfactory 
i.iarkctlng  plan  for  the  v;holc  narkct.    To  r.iakc  it  success- 
ful, distributors  and  coimtry  croaiiierles  r.iust  cooperate 
fully.    They  r.iust  I'eport  on  tine  and  distributors  '.liio, 
duG  to  their  surplus  position,  owe  nonoy  via  the  pool  to 
other  distributors  and  their  producers  nust  pay  pronptly 
when  bills  arc  rendered.    Producer  representatives,  p'avn 
leaders  and  Extension  forces  nust  cooperate  and  producers 
nust  have  patience.    There  nay  bo  nany  individual  inoqiiitie; 
which  need  attention  but  nothing  can  be  done  before  v/e  have 
the  necessary  infornatlon  and  even  after  that  it  nay  toJce 
tine,    Sone  producers,  for  exanple,  are  dissatisfied  with 
their  base  and  do  not  realize  that  v/e  have  production 
figures  for  1935  only  and  cannot  nake  adjustnent  before  we 
receive  data  for  earlier  years.    If  all  parts  adopt  a 
reasonable  attitude  the  nachinory  provided  in  the  License 
will  v/ork  out  all  right  so  as  to  benefit  the  entire  indus- 
try.   It  will  pronote  a  better  understanding  anong  dis- 
tributors who  are  all  put  bn   the  sane  bases  and  anong 
producer  groups  who  after  all  are  nade  up  of  dairy  farmers 
who  arc  all  producing  far  the  Boston  narket  and  are  all  in 
the  sane  boat.   As  tine  goes  on  fairness  of  its  provisions 
will  cone  to  be  generally  realized. 

In  conclusion  I  should  like  to  point  out  that  in 
economic  natters  great  progress  has  often  cono  about  in 
tines  of  great  stress.    Economic  history  shov/s  us  what  real 
inprovcncnts  in  the  financial  systei::  have  resulted  from 
periods  of  greo.t  disturbance,  something  which  in  the  future 
will  be  of  great  benefit  to  agriculture,   Vi/hen  the  events 
of  these  years  of  extreme  agrlculturo.l  depression  have  be- 
come history  I  hope  that  it  nay  bo  said  that  in  the  market- 
ing of  nillc  in  ::cw  England  important  progress  was  ivjade 
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Wesley  H,  Br  onsen,    Stctistlclan  of  the  Wev;  En^lan'l  Milk 
Prciluoerfc; '  iissoclation  continued  the  cliscuoLiion  ^i.vin^ 

One  Viev/polnt 

The  Federal  Llllk  Marketin.;^  A'-'reci.ient  and  Licenses  i^iich 
have  hocn  in  effect  in  the  Boston  market  since  Novonber  3 
have  resulted  in  the  d.a.iry  farners  receiving  considerable 
higher  prices  for  nilk  than  they  v/ould  have  received  without 
the  license,    I.alk  i;rice3  in  the  narket  have  been  riuch 
riore  stable  than  would  have  been  pos3il.)le  without  the 
Federal  license,   /uiyonc  studying  the  factors  which  tend 
to  nakc  nilk  prices  must  c  nic  to  this  conclusion.    Just 
prior  to  the  license  ^^oing  into  effect  on  I-Tovei.iber  3  the 
nilk  narkct  in  Boston  was  in  a  very  serious  situation  due 
to  the  low  prices  at  which  butter  and  crean  v/ero  selling  in 
the  market.    If  the  Federal  license  had  not  f^one  into  effect 
at  aboi-'t  that  tine,  prices  wou.ld  have  rone  off  froir  \^  to 
1  1,  2.iL     ?Ei3 .  quart  • 

The  low  prices  in  the  butter  and  crean  narket  in  Decenber 
of  last  year  when  butter  reached  the  lov/est  point  in  over 
50  years  v/ould  vd.thout  question  ha.vc  brought  so  nuch  price  cut- 
tine  ii^  order  to  novo  inilk  rather  than  piit  it  into  low  price 
crean,  that  the  fluid  nilk  price  could  not  have  been  main- 
tained at  a  level  nuch  above  5j2^  pc;^  quart,  and  there  is  no 
doubt  but  w]:.at  nilk  would  have  been  offered  even  "!.:;elow  that 
price.   Western  orcan  in  Decenber  reached  a  low  of  $8,00  per 
lj.0  quart  can.    New  Enij;l--nd  crea.n  nceting  this  conpetitlon 
v/ould  have  returned  to  the  producer  63/  per  diundredv/ei;';^ht . 
after  dcductinr^  frel.'^ht   a.nd  handling  costs 


'^ , 


The  6  1/2  /  per  quart  price  in  effect  for  Class  1  nilk 
established  a  price  f  .o,b,  country  200:  ... nile  zone  of  $2,31 
per  hundredwel,n;ht ,  or  0l,68  per  hundredweight  higher  than  the 
Class  2  price,  a  difference  of  nearly  I4./  per  quart  to  the 
agency  v/ith  nilk  to  sell  as  to  whether  the  nilk  Y/as  sold  as 
Class  1  nilk  or  had  been  disposed  of  in  conpetition  va  th 
?/estern  crean,   V/ithout  the  Federal  license  there  is  no 
questloxi  but  what  nilk  woiild  have  been  offered  at  5/  pcr 
quart,  a  cent  and  c  half  under  the  price  in  the  license  and 
possibly  as  lov/  as  ij.  \/2.^   per  quart.    The  principal  factor 
tJiat  sustained  the  nar]:et  at  the  level  v.rhich  we  enjoyed  last 
winter  was  the  Federal  Milk  Marketing  License,  and  that 
license  in  ny  opinion  added  himdreds  of  thousands  of  dollars 
to  the  incone  of  the  ^^■'■•'^yf arners  supplying  Boston  and  other 
secondary  narl^ets,  for  if  the  Boston  narkct  had  declined, 
ot.her  secondary  iriarkets  in  southern  Nov;  England  wotild  have 
dropped  in  price  v/ith  Boston, 

On  the  whole  the  original  Federal  agrecncnt  and  license 
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was  a  20od  one.    It  fulfilled  to  a  dc^jrce  the  purposes  of 
tliG  Agricultural  Adjustment  Act  In  tliat  it  resulted  in  dairy 
farmers  obtainin^v;  nore  nearly  a  parity  price 'for  nilk  than 
would  have  heen  possible  without  the  license. 

Fundamentally  the  general  principles  back  of  the  agree- 
ment and  license  were  sound.    Those  fundamentals  were  estab- 
lislitnent  of  prices  to  be  paid  producers,  prices  to  be  charged 
oonsumers,  and  sharing  of  the  fluid  milk  market  among  all 
producers  in  the 'market.    These  fundamentals  were  necessary 
to  insure  satisfactory  operation  of  the  license  and  agreement 
in  that  through  the  control  of  both  prices,  the  producers' 
and  resale  pricsE  in  the  market,  a  price  was  established 
for  all  agencies\handling  milk  in  the  m.o.rketj   both  for  those 
who  bought  milk  from  producers  and  sold  such  milk  in  the 
wholesale  and  retail  trade  in  the  city,  and  those  agencies 
whose  first  price  on  milk  was  established  v/hen  the  price  was 
made  to  the  final   consum.er  in  the  wholesale  or  retail  trade; 
that  is,  it  established  a  price  to  proprietary  distributors 
and  it  established  a  price  to   co-operative  distributors  who 
carried  their  milk  through  to  the  consumer.    The  establish- 
ment of  reasonable  resiale  prices  prevented  the  creation  o.f 
a  monopoly  in  distribution  by  making  it  possible  for  distrib- 
utors with  reasonable  efficiency  to  continue  operations  and 
pay  prices  established  for  producers. 

The  second  fundamental  of  a  sharing  of  sales  in  the 
market  is  absolutely  essential  in  Insuring  all  producers  in 
the  market  their  fair  share  of  fluid  milk  sales  in  a  market 
stabilized  by  federal  law.    Otherwise  some  producers  might 
have  sold  100%   of  their  milk  in  the  market  at  the  Class  1 
price  v/hile  others  would  have  been  selling  very  little,  if 
any,  in  the  miarket;   and  at  the  same  tim.e  the  latter  group 
of  producers  "under  an  established  price  for  Class  1  milk 
would  be  left  in  the  position  where  they  could  not  Improve 
themselves.   Agencies  handling  milk  in  this  position  virculd 
have  been  left  where  they  would  have  lost  their  volume  and 
thus  had  increased  operating  expenses,   A  pegged  price  for 
milk  can  only  be  maintained  and  give  equitable  returns  to 
producers  v/here  fluid  sales  are  equalized. 

There  were  two  important  defects  in  the  first  Federal 
license  and  agreeinent.   These  were  due  to  the  slowness  v;ith 
which  changes  could  be  made  in  the  agreement  and  license 
because  of  the  failiire  to  get  prompt  action  from  Washington 
on  recommendations  for  changes.    This  lack  of  action  may   ..■■  . 
have  been  due  to  the  fact  that  Yfcshington  was  in  the  process 
of  changing  their  policies  on  marketing  agreements;;   but  in  my 
opinion  that  was  no  excuse  for  their  not  acting  promptly  on 
suggestions  made  for  changes. 

The  tv;o  serious  defects  in  the  agreement  and  license 
which  needed  remedy  were:   First,  the  failure  to  provide  for 
a  method  of  adjusting  bases  of  producers  which  v/ere  out  of 
line  v/lth  the  bases  of  the  producing  territory  as  a  whole. 
Recommendations  were  made  for  authority  to  make  these  adjust- 
ments, but  Washington  failed  to  act.    The  second  defect 
was  the  failure  of  Washington  to  act  in  the  matter  of  adjust- 
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ln/3  resale  prices  v/D.th  chanr;;os  In  producer  prices,   V/licn 
the  butter  narkot  v/ont  to  lov;  levels  and  the  v;holosale  crcon 
r'arket  follov;od,  althou^li  lower  resale  /  prices  on  crcan  v;crc 
asked  from  V/ashincton;,  no  action  was  taken. 

The  license  net  objection  from  producer  distributors  in 
the  nearby  ^larlcct  in  Boston  and  to  considerable  extent  frori 
local  producers  v/ho  furnis]acd  nilk  to  distributors  in  the 
local  territory, _   This  was  primarily  due  to  the  fact  that 
these  producers  had  nornall;/  been  paid  a  price  based  upon 
the  qu.oted  price  in  the  market  from  I/2/  to  l/  a  quart  loss 
tlian  the  quoted  price.    Under  the  equalization  and  the  oper- 
ation of  the  base  ratlnr;  plan,  prices  to  producers,  particu- 
larly tb.osc  Y/ho  wore  nakinc  considerably  more  nilk  in  1935 
than  iu  1952,  tended  to  bo  more  owt   of  lino  v/ith  the  ])rice 
quoted  at  tho  narkot  of  6  I/2/  :;cr  quart  than  they  would 
have  boon  v/ithout  tlic  license,    Thccc  prices  wMch  wore 
received  by  the  local  producers  were  much  hii;'hcr  than  thcjr 
v/ou.ld  have  been  without  the  license;   but  the  producer  could 
only  sec  the  relationship  betv.'oon  the  i;rice  he  did  receive 
a?.id  tb.o  price  for  Class  1  milk  at  the  mo.rkct,  and  therefore 
felt  th.at  he  v/as  bcin.3  discrimd?iatcd  against.    This  objection 
of  producer  distributors  arjainst  equalization  has  been  a 
chronic  one  in  all  markets  v/hero  Federal  liconses  ha.ve 
operated.. 

The  old  a^^recrent,  however,  was  cancelled  by  the 
Secretary  on  February  1,  and  also  the  license  as  far  as  its 
operation  vsras  concerned,  although  legally  the  license  was  not 
ccncelled  until  March  I5  when  the  nc\7  license  cam.e  into  effect. 
During  this  period  the  resale  market  dropped  Ijz^a  quart,  but 
Consolidated  Dairies  continued  prices  for  Class  1  and  Class 
2  rllk  at  tbic  license  prices  except  for  the  first  half  of 
I.Iarch,    Some  others  did  not  pay  these  prices  and  up  to  date 
there  has  been  no  enforcement  of  that  part  of  the  license 
w}iich  covers  the  i^eriod  February  1  to  March  I6,    The  adjuinis- 
tration  may  be  justly  criticized  for  their  failure  to  prompt- 
ly handle  the  v/iud-up  of  th.c  old  license. 

The  new  license  which  becai.ic  effective  harch  16  funda- 
mentally was  not  diffoi'ent  from,  the  old  license  except  for 
the  exclusion  of  resale  prices  and  tho  cstablislir.iont  only 
of  the  producer  price.   Aside  from,  this  feature  and  a  few 
other  changes,  the  license  was  the  soj'ic  in  that  it  rcqi.iircd 
payment  of  a  prod^iccr  price,  the  equalisation  of  sales  in 
the  m.arket,  and  tlie  final  establlshjiicnt  o.f  payj:.ent  to  pro- 
ducers on  ttie  basis  of  a  rating  plan, 

T],ie  new  license  has  th_ree  item.s  which  i.iight  well  be 
discussed.    First,  tiie  change  froii  L.C.-L,  deduction  to  car- 
load deduction;   second,  the  decrease  in  the  station  charge; 
and  third  tlio  increase  in  the  buttorfat  differential.    The 
change  from.  L.C.L.  to  carlot  deduction  on  freight  brought 
freight  chai'-ges  more  in  li.ic  witli  actual  cost  to  distributers 
than  had  been  in  effect  previously,  '."^^at  at  the  sa.me  time 
placed  L.C.L,  shippers  of  milk  at  a  disadvantage  as  compared 
vritli  cca^lot  shippers  in  their  a.bility  tc  pay  producers  for 
iuilk,    Tlic  logical  v.rorking  out  o.f  this  c]iange  is  to  rcsiilt 
in  all  less  tJian  carload  points  bein".  eliminated  with  the  :;il]c 
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conccntrctGd  In  carlot  shipping;  points,  and  the  producer  as 
a  result  bolnfj  olJllccd  to  haul  (jreatcr  distances  at  hlr^hcr 
costs.    The  chan^o  In  the  charge  for  station  expense  also 
tends  to  elininatc  sinaller  stations  and  result  in  higher 
haulln;3  cost  to  prodvi.ccrs,    Tho  chan^^c  in  the  butterfat 
differential  from  l/lO  of  tho  butter  price  to  a  figure  25/^ 
hii^her  is  a  very  sound  novo,  brin^in^  the  extra  butterfat 
above  5«7  i^^  line  v/ith  v/hat  that  fat  is  worth  in  tho  shape 
of  creai.1. 

The  basis  of  Class  11  prices  needs  to  be  revised,   '.7c 
need  to  v;ork  out  sor.ie  method  by  which  tJic  Class  11  price  ca.n 
be  riore  nearly?"  lined  up  v/ith  tho  narkot  i^^ice  of  crcain.    The 
use  of  tho  fornula  based  on  the  butter  riarket  appears  to 
result  in  prices  being  either  too  high  or  too  low  as  con- 
pared  with  the  croai'i  narket.    The  change  -aoxi   being  proposed, 
to  base  Class  11  nilk  prices  on  the  wholesale  prices  for 
crcan  at  tho  riarkct,  is  a  sound  novo. 

One  considerable  inprevenent  has  cone  in  the  nev/  license 
and  tli'-t  is  the  ability  to  get  '.'/ashington  to  act  promptly  on 
changes  needed  in  the  license  and  the  giving  of  pov/cr  to  the 
adi'iinlstrator  to  nake  reasonable  adjustments  in  bases, 

Tho  new  license  has  resulted  in  producers  .receiving 
higher  prices  for  nilk  than  would  have  been  in  effect  without 
tho  license;   has   resiilted  in  higher  cost  of  nilk  to 
distributors  operating  their  own  country  plants  by  about  5/ 
per  himdrcd\7 eight;   and  lov/or  cost  to  distributors  buying 
milk  delivered  at  Boston  by  7  l/^  /  Pcr  hundredv/ eight  th-.an 
v/hen  they  were  undor  the  old  license. 

Those  changes  in  cost  were  due  to  tho  revision  of  th.e 
freight  and  station  charge,  tho  freight  charge  from  less  than 
carload  to  carload,  and  tho  station  charge  from  25  lAl/  t*^ 
20/  per  hundredweight.    This  change  resulted  in  an  increased' 
CQ.st  to  distributors  for  Class  1  milk  of  5/  P^^  hLuidrcd weight. 
At  tho  sane  tine  distributors  receiving  their  nilk  at  the 
market  are  paving  the  license  price  of  i'^2,95  P<^'^  hundredweight 
v/hich  is  7  i/'-!-/  per  hundredweight  less  thcui  the  old  license 
price. 

Resale  prices  in  the  r:arkct  are  \^   a  quart  lower  or 
I|.6  1/2/  per  hundredweight  lo¥/or  than  under  the  old  licence. 
The  spreads  botv/ccn  producer  and  resale  prices  in  the  Boston 
market  are  at  a  very  low  point.    This  factjis  demonstrated 
by  comparing  the  Boston  spreads  v/ith  the  New  York  spreads. 
The  retail  v/agon  price  in  Boston  is  2/  per -quart  lower  than  ■ 
the  price  in  llov/  York,  v/hile  the  producer  price  in  the  200 
mile  zone  for  Class  1  r.iilk  is  only  I/5/  per  quart  lov/er. 
If.  other  words  the  spread  received  by  t'le  dealer  in  Boston  is 
1  2/3jZ^  per  quart  lov/er  than  in  tho  Nov;  York  narkot. 

This  presents  a  serious  situation  and  if  continued  v/ill 
make  it  diffic\"ilt  for  producers  to  obtain  higher  prices  for 
nilk,  result  in  a  large  nuinber  of  distributors  being  forced 
out  of  business,  and  bring  about  a  concentration  of  distrlbii- 
tion  in  the  Boston  narket  in  a  few  hairdo,  giving  a  nono;ioly 


on  distribution  to  chain  stores  and.  throe  or  four  distribu- 
tors who  may  be  well  enough  financed  to  stand  the  c^aff  longer 
than  other  distributors  can.   VJo  do  not  believe  that  this  is 
a  sound  position  to  have  the  Industry  c^t  Into,  either  fror.i 
the  standpoint  of  the  producer  or  fron  the  standpoint  of 
distributors  thenselves.    The  present  situation  is  duo  to 
the  position  taken  by  one  c]iain  store  outlet  controlling^ 
about  8/0  of  th.o  r.iilk  in  the  narkct  who  appears  to  be  wlllin.'^ 
to  see  lari3e  numbers  of  distributors  who  are  not  well  fj.nonced 
go  out  of  business,  and  bring  the  nllk  business  to  a  point 
where  this  oxiq    chain  pliis  three  or  four  other  distributors 
Vifill  be  handling  the  r.iilk  of  Boston,    It  may  well  be  that 
the  position  taken  by  th.is  chain  ^«.  11  result  in  tJie  good 
effects  of  tlie  license  being  destroyed  due  to  the  Inpossi- 
bility  of  prices   osta1)lished  in  the  license  being  paid  by 
distributors  because  of  lack  of  collection  of  sufficient 
amount  of  money  from  the  consumer  to  pay  esta'illshed  producer 
prices.    If  voluntary  co-operation  cannot  be  obtained  by  the 
ArA.A.  in  preventing  a  complete  monopoly  in  distribution  by 
chain  stores  and  a  fev/  distributors,  tiien  the  A. A  .A.  sliould 
establish  a  proper  resale  scliedulo  In  order  to  preserve  rea- 
sonable prices  to  producers. 

By  and  large  the  present  license  is  a  sound  one.    It  has 
resulted  in  producers  receiving  a  higher  price  for  r.ilk  snd 
it  should  be  continu.cd.    If  chain  store  interests  are  not 
willing  voluntarily  to  see  resale  prices  revised  so  that  the 
license  can  be  continued  and  prices  to  producers  increased, 
the  license  should  be  revised  so  as  to  include  certain  re- 
sale prices  wliich  will  ^  lakc  it  possible  for  distributors  to 
pay  the  prices  called  for  in  the  license  and  prevent  tlie 
creation  of  a  monopoly  in  distribution. 


J,  P,  IiacLennan,  Manager  of  the  Bellows  Palls  Co- 
operative Creamery  In©, , presented  t]'ie  third  paper  on  the 
subject: 

Another  Vlevqooint 

Yife  are   an  Operative  Cooperative  located  at  Bellows 
Palls,  Vermont,  ]iandling  milk  for  our  stockholders  located 
In  that  section  of  Verrxont,  also  in  that  section  of  NoviT 
Hampshire,   We  also  operate  a  Co-operative  milk  plant  at 
"Yat erbury ,  Conn , 

We  did  not  request  the  Pederal  Government  for  a  license 
in  the  Boston  riarket  where  a  large  percentage  of  our  milk 
and  cream  is  sold. 

Our  being  an  operative  cooperative,  our  chief  aim  in 
life  is  to  return  to  our  stockholders  the  best  price  possible 
for  the  product  they  produce,  to  give  our  distributors  a  fair 
profit,  and  the  consum.er  a  square  deal  both  in  quality  and 
price. 
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Mien  tlio  Agricultural  Act  was  passed,  we  studied,  it, 
'.¥e  also  r'ade  a  study  of  sonc  of  bJio  large  and  sinall  milk 
markets  in  this  country,    '.Vc  nadc  up  oixr  nind  that  the 
Boston  rillk  narkct  v/as  one  of  tho  host  narkets  in  the  U.SaA.. 
That  the  law  of  "Suppljr  and  Der.and"  soo::Gd  to  bo  taking  care 
of  it  in  bettor  shape  than  in  any  other  ir.arket  we  had  studied, 

We  v;cre  invited  by  the  Dopartiiiont  of  Agriculture  to 
attend  a  nuraijcr.of  conferences  and  hearings  in  Washington, 
This  we  did.   At  those  hearings  v/c  wore  very  riuch  surprised 
to  find  that  our  Co-oporativo  plants  were  not  to  be  con- 
sidered (in  tJie  setting  up  of  tho  Now  Deal  for  Milk  Prodiicors) 
as  cooperatives,  but  wore  to  bo  set  up  as  dealers. 

At  the  so^'^e  tir;e  v/c  found  out  a  great  r.iany  other  things, 
and  the  one  riost  inportant  of  all  v/as  the  sincerity  of 
Secretary  Wallace  and  ]ils  able  assistants,  who  assured  us 
that  "this  ^'i.ct  would  bo  adrainistered  fair  to  all  parties 
interested  and  v;lth  special  privileges  to  none".    That  as 
far  as  tlio  dairy  section  of  the  i^q\,   v/as  concerned,  they  v/ore 
"interested  in  all  who  were  engaged  in  the  dairy  business, 
but  r.orc  especially  in  the  producer  ond  the  cons'inner" , 
That  if  It  could  bo  proven  at  any  tii-e  in  tho  enforcenont 
of  license  under  this  Act  that  any  injustice  was  being  done, 
they  would  gladl;/  hear  any  such  coriplalnts  and  assured  us 
that  if  the  complaint  was  soimd,  cliangcs  would  be  nade, 

Tho  license  a:.:d  agrcenent  was  cot  up  for  the  Boston 
narket.   Wo  asked  for  a  hearing.   Tills  was  given  us  and 
tho  license  was  changed  In  several  inportant  featiaros. 
We  beliovc  that  tlie  v/lsdori  of  the  .Agricultural  Departnent 
was  clearly  doracnstrated  shortly  after  the  first  of  tills 
year  v/iien  resale  prices  were  taken  ciit  of  the  license  and 
only  a  price  guaranteed  to  the  producer.    So  to  use  a 
conrnon  oxprossion  -  all  rnlk  dealers  were  to  start  fron 
scratch,  which  vrould  assure  the  consumer  a  fair  price,  v/hlch 
could  not  be  assured  in  any  other  way  except  through  con- 
pctltlon.    The  recent  decision  of  tho  iJ.R.A,  in  doing  av/ay   i 
with  resale  prices  seens  In  ou.r  opinion  to  confirn  the       f 
decision  of  tho  i'v'^rl cultural 


I  consider  that  it  has  been  a  sioeclal  privilege  for  no 
to  have  ]iad  a  chance  to  attend  those  hearings  and  conferences 
in  V/ashlngton  and  to  dlsci-.ss  different  points  v/i  th  these 
experts  and  to  try  to  sec  things  fron  t'loir  point  of  viev;. 

Tine  l;.as  de::ionctratcd  that  in  a  great  nany  things  they 
were  right.    One  of  these  is  the  price  of  nilk.    For  tine 
has  proven  that  if  v/o  had  accepted  the  price  .  as  f  Igaired 
fron  the  records  the  v/ay  they  had  ther.;  figured,  the  condition 
of  the  Bostoai  Milk  I.'arkot  would  bo  a  great  deal  r^.ore  healthy 
than  It  is  at  the  present  tine. 

There  is  just  as  nuch  danger  in  getting  the  price  too 
high  to  tlie  consumer  as  there  is  In  getting  it  too  low  to 
the  prodticcr.    If  the  price  is  too  high  the  consunor  uses 
substitutes,  v/hlch  is  being  clearly  denonstrated  at  the 


present  tine  In  the  Stntc  of  Connecticut,    If  the  pi'ice  is 
too  lev/  to  t'^e  ;^.rodiiccr  and  he  does  not  rocelvc  cost  I'lus 
a  fair  profit,  it  is  only  a  natter  of  tir.io  until  nature 
rcnoves  hii'i  as  a  producer  and  in  that  tine  ho  docs  not  end 
cannot  produce  a  quality  product. 

Our  ain  has  always  been  to  rot   our  nllk  fron  the  pro- 
ducer to  the  consuner  for  as  snail  a  cost  as  possible.    To 
do  so  we  have  operated  in  a  nuni'^er  of  v/ays  that  arc 
different  fron  the  way  sone  other  plants  are  operated.    One 
of  these  \7as  our  creoxi  pro/'ositlon,    I-'or  a  rcood  i^any  years 
we  arranged  v/ith  the  Boards  of  Health  under  which  we  o.re  ' 
operating  to  inspect  each  dairy  for  nilk  and  sv/oot  crean. 
The  croan  to  be  delivered  each  day  and  the  skin  rJJJr  kept 
on  the  farn  viiere  it  belonn-s.    By  doinr;  so  it  saved  \is  the 
unnecessary  expense  of  separating  larrc  qxxantities  of  nilk 
at  the  lolant  and  ^3  the  laws  of  the  State  of  Vcrnont  are 
such  that  skin  nilk  cannot  be  returned  to  the  farn  unless  it 
is  processed,  and  as  the  cost  of  processing  th.is  skin  i^dlk 
nakes  it  prohibitive  for  stock  feeding  purposes    yj^o  ''-'^'^~ 
llevc  that  a  great  injustice  has  boon  done  to  our  producers 
in  conpclling  tlien  to  send  us  the  vdiole  nhlk  so  they  will 
receive  a  rating  on  the  narket,    '7c  concede  the  fairness 
of  the  argument  on  both  sides.    The  decision  was  against  us 
and  as  in  the  past,  it  is  oior  intention   to  live  up,  a.s  far 
as  is  hunanly  possible,  to  the  license,   V/c  conplied  with 
the  first  license  which  we  knciT'  v;as  unfair  and  it  is  our 
intention   to  continue  to  conply  in  every  way  possible  with 
the  license  that  is  now  in  force, 

\7o  naturally  object  to  paying  to  the  lidninistrator '  s 
office  out  of  our  producers'  nilk  fron  twelve  to  fourteen 
hundred  dollars  a  nonth.  That  is  ;;iore  :noney  than  it  has 
cost  us  each  nonth  to  sell  our  product  since  we  have  boon 
in  business. 

In  our  experience  I  have  yet  to  see  a  nillc  producer 
(unless  he  has  a  "preferred  rating")  who  is  in  favor  of  a 
basic  rating.    At  the  sane  tlrt;  v;e  nu.st  adndt  that  sone  fern 
has  to  be  used  and  until  sone  other  nethod  is  discovered,  it 
looks  very  nuch  as  if  it  will  be  basic  rating. 

Right  down  in  our  hearts,  sone  of  us  do  not  believe  in 
the  equalization  proposition.    As  tine  goes  on  I  wonder  if 
the  reason  for  this  is  that  we  do  not  imderstand  it?    In 
other  words  v/e  nay  bo  "agin"  it  for  the  reason  as  one  in- 
portant  nilk  nan  stated  to  no,  -  "I  can  never  understand  any- 
thing I  do  not  v;ant  to  understand", 

I  have  spent  a  great  deal  of  tine  studying  this  license 
and  I  nust  adnlt  tliat  tliere  are  parts  of  it  t'lat  I  do  not 
understand,  but  I  hope  that  sone  day  I  will  becone  letter 
perfect. 

Nov/,  what  has  been  otir  experience  with  the  license  so 
far?   V/c  all  read  the  ncv/spapers,  and  v/e  arc  all  conceited 
enough  to  feel  that  our  ovm.  nethods  have  been  responsi "ilc 
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for  riilk  producers  roccivinp;  tJio  prices  they  have  received 
since  the  license  went  into  effect.    I  lio.ve  been  roadinr 
in  the  papers  tliat  in  sonc  cases  in  Vcrr.iont  tlie  "price  of  • 
riillc  is  abovit  86/  higher  than  it  was  a  year  ar^o,"    I  undor- 
stcjid  that  sor.ie  ::ilk  v/as  conin;';  to  the  Boston  narket  at  that 
tir.ie  that  brought  pr^'d-uccrs  about  80jz^  per  hundred  P.O.B, 
country  station  platJ.'orn,   T]in-t  being  the  case  it  is  not 
necessary  to  look  in  the  back  of  the  book  to  find  out  if  the 
license  is  a  C'-X"^  tliln;;  for  the  producer.    In  our  ovai  case 
we  have  since  tliis  license  has  rone  into  effect  been  able  to 
return  to  our  producers  a/proxinatoly  2.^%   over  what  v/e  paid 
for  the  SK.i.e  r.ionths  last  year. 

Now  let  us  see  wh.at  it  amounts  to  in  dollars  and  cents. 
Figuring  on  the  sa:;ie  basis,  for  nilk  in  May  1953  cind  nilk 
In  May  193'^i-j  i^'^-C  ar.?ount  paid  this  year  was  ■,^-18,285.92  nore. 
Now  I  will  leave  it  to  any  fair  ninded  person  to  decide 
v/hothcr  thoy  think  it  is  fair  for  soiao  of  us  to  be"squatikin2" 
o.nd  "yappinr"  about  the  hi.^h  cost  of  opero-tin;];  the  license^ 
takinr;  part  in  the  cqpialir;ation  proposition,  or  conforrilng 
v.d  th  other  rules  and  regulations  of  the  license. 

At  the  present  tine  tViore  seer.is  to  bo  consider al)lo 
agitation  ai.;ong  sorio  sriall  and  largo  nil]:  dealers  in  the 
Boston  nark"et  to  have  tlio  license  cancelled.   Through  the 
natviral  cou.rso  of  events  in  years  gone  by  there  have  always 
been  a  nunbcr  of  dealers  in  the  ]iarket  that  wore  slow  pay 
to  their  producers,    Th.orc  have  also  been  a  nunber  of 
dealers  go  out  of  business  cac]"i  year  and  in  a  good  i.iany  cases 
there  have  been  a  nuu-^ber  of  new  dealers  start  in  the  narket. 

If  a  cooperative  nillc  plant  or  on  independent  dealer's 
nilk  ;^,lant  arc  inefficient  or  do  not  operate  along  the  line  s 
of  good  business,  I  believe  tliat  they  are  a  nenacc  to  the 
narket  and  the  sooner  tlicy  are  cut  of  it  the  better,    I  do 
not  believe  that  it  ever  vras  the  intention,  of  the-  Congress 
when  they  passed  those  laws  that  any  dopartnont   in  enforc- 
ing then  should  guarantee  to  tl}o  distributor  or  anybody  else 
a  profit  when  he  is  Inefficient, 

lu  setting  up  a  Class  1  price  of  ,?2.95  P^r  hundred, 
I  bclievo  that  a  good  nariy  of  us  did  not  understand  v/hat  this 
v/as ,    oor.ic  of  us  took  it  to  be  the  resale  price  of  Class  1 
nilk  because  there  was  allowed  a  country  station  charge  of 
20/  per  humdrod,   L   fev:  very  efficient  operators  may  be  able 
to  operate  for  that  airoinit,  but  experience  teaches  us  that 
there  are  sonc  tjiat  cannot  opcraJ:Opi'jDr,  th^.t  anoimt ,    To  this 
price  should  be  added  an  anount  ^'''^^-  ■^^^^\t   least  pay  for  the 
ariount  of  service  rendered  and  then  a  s.i'iall  profit.    That  in 
y:vj   opinion  should  be.'  tJie  scllj.ng  price. 

We  have  never  sold  any  bulk  nilk  on  the  Boston  narket 
except  a  few  tines  vdien  there  was  a  shortage.    If  the  Govcrn- 
ncnt  shoij.ld  establish  a  wholesale  price  under  this  license, 
vvo  .      .  v/ould  cortainlj"  got  into  the  wholesale  nilk  busi- 
ness in  the  territory  covered  by  the  so-called  Boston  liC'-^nse, 
Forocnr.or  as  we  v/ould  at  the  present  ti;.:ie  be  in  the  house -tea- 
house delivery  business  in  the  City  of  Boston  if  t]:e  first 
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license  were  still  in  effect. 

In  summing  up  what  the  license  has  done  for  the  New  England 
milk  producer  #10  is  selling  milk  under  this  license: - 

He  is  receiving  for  his  product  a  price  such  that  he  has 
some  idea  of  what  he  is  going  to  receive  on  pay  day. 

That  if  this  license  should  by  hook  or  crook  be  cancelled, 
the  milk  producer,  no  matter  who  or  how  he  is  disposing  of  his 
milk,  is  going  to  have  something  to  say  about  It,   For  he  will 
not  go  back  to  the  old  methods  that  were  In  force  previous  to 
this  License, 

That  all  credit  for  the  Increase  in  price  received  by  the 
producers  should  be  given  vihere  it  belongs  and  in  our  opinion 
it  all  belongs  to  Secretary  Wallace  and  his  able  experts  In 
the  Federal  Department  of  Agriculture, 


"Dairy  Production  Adjustment"  was  next  discussed,   H,  R, 
Tolley,  Assistant  Administrator,  Agricultural  Adjustment 
Administration,  presenting  the 

Vfliy  and  How 

Dairy  production  is  constantly  undergoing  change.    Left 
to  .'  .Itself,  in  the  long  run  it  accelerates  or  is  retarded  in 
accordance  with  demand.    But  that  sort  of  adjustment  is  an 
awkward  and  painful  process.   The  result  is  an  approximate 
tendency  rather  than  an  exact  achievement.    Production  is 
constantly  arriving  at  a  given  point  of  adjustment  just  a 
little  too  late  to  give  comfort  to  the  industry,    I  v;ant  to 
review  some  of  the  possibilities  of  giving  that  adjustment 
more  timeliness,    I  want  to  examine  with  you  some  of  the 
measures  wo  can  adopt  to  give  the  Industry  better  control  of 
that  adjustment  process.   These  measures  of  course  must  be 
considered  in  the  light  of  present  indicated  trends  of  pro- 
duction and  consumption. 

Since  1875  the  purchasing  power  of  dairy  cows,  or  their 
exchange  value  for  other  products,  has  shovm  a  marked  cycle, 
the  peaks  of  lAhlch  are  about  llj.  years  apart.    These  peaks 
have  tended  to  become  higher  and  the  drops  in  purchasing  pov/er 
from  them  much  more  severe  throughout  this  period.    The  pro- 
fitableness of  eastern  dairying  seems  to  be  closely  associated 
Vi^ith  these  changes,   IVhcn  piirchasing  power  of  dairy  cov/s  is 
rising  rapidly,  dairying  is  profitable.   When  the  purchasing 
power  has  been  falling  rapidly,  as  it  has  since  1930,  dairying 
is  extremely  unprofitable.    Such  changes  tend  to  attract  men 
to  the  dairy  industry  and  then  crush  out  a  great  many  dairymen 
v/ho  would  like  to  remain  in  the   industry. 

On  the  basis  of  past  history  we  might  expect  purchasing 
power  to  remain  unfavorable  or  continue  to  fall  f or  a  year  or 
tvifo  longer , 

The  last  peak  in  the  cycle  of  dairy  cow  purchasing  pov/er 
was  reached  during  the  years  I927,  1928  and  1929,  During  this 
period  Now  York  State  formed  a  committee  to  determine  from  what 
sources  a  sufficient  milk  supply  could  bo  obtained,  Boston 
also  was  considerably  alarmed  over  its  milk  supply.  From,  thif 
condition  of  shortage  we  have,  in  the  space  of  four  short  year;: 
gone  into  a  period  of  over-production  and  tremendous  econor.iic 


loss.    Such  changes  arc  harmful  to  every  dairyman  vi/ho  vashos 

to  remain  in  the  dairy  business. 

Study  of  this  cycle  sur^^ests  the   thought  that  perhaps 
a  step  toward  dairy  production  control  now  ralrjht  stop  the 
tendency  for  the  cycle  to  become  more  severe  and  be  an 
effective  step  toward  bringing  about  lon^-time  stability 
in  the  dairy  industry. 

For  the  ten  years  preceding  193^*  milk  production  has 
been  increasing  nore   rapidly  than  population.    During  the 
decade  it  increased  about  I5  per  cent  while  population  in- 
creased 11  per  cent.    Production  durln;j:  1953  ^'>f^-s  about  IO5 
billion  pounds,    Lt    the  end  of  1933  we  had  leftover  stocks 
of  manufactured  dairy  products  reprcsentinc  nearly' ,000,000 
ij, ,000, 000, 000  pounds  of  milk,  the  largest  on  record,    ':Ve 
started  the  present  year  va  th  adjustment  further  out  of  line 
than  it  had  ever  been.    Butter  constituted  the  major  share 
of  these  stocks. 

For  the  first  five  months  of  this  year,  milk  produc- 
tion has  averaged  about  three  per  cent  below  the  correspond- 
ing period  of  1933  •    '^^  changing  conditions  resulting  from, 
drought  moJke  it  difficult  to  estimate  the  production  for 
the  balance  of  the  year,  but  on  the  liiost  likely  ass^umptions, 
production  in  193^  will  be  loss  than  in  1933*    It  ^^^J  ^^ 
that  the  change  in  production  from  last  year  will  be  the 
largest  in  a  decade.    So  much  for  the  production  side  of 
the  picture. 

The  rate  of  milk  consuraptlon  Is  somewhat  more  stable 
than  the  rate  of  production.    However,  per  capita  consump- 
tion of  v/liole  inilk  and  cream  which  until  1931  J-'^^cl  been  in- 
creasing for  nearly  a  decade,  by  1933  had  fallen  back  to 
the  1927  level.    Since  the  first  of  the  year  accumulated 
stocks  of  manufactured  dairy  products  have  disappeared, 
due  largely  to  purchases  by  the  Secretary  of  Agri culture  . 
and  the  Federal  Surplus  Relief  Corporation,   V/liile  milk 
production  declined  th^rce  per  cent  during  the  first  five 
months  of  the  year,  the  volume  of  m.llk  that  was  used  in 
factory  production  of  butter,  cheese,  condensed  and 
evaporated  milk  during  the  first  four  m.onths  of  the  year 
was  8   per  cent  less  than  in  the  corresponding  period  in 
1933  •    1'hc  percentage  of  change  by  months  varied  from  a 
decrease  of  13  .li  per  cent  In  January  to  a  decrease  of  3»1 
per  cent  in  Aj^ril.    i.gain  complications  of  drought  make 
it  difficult  to  forecast  the  extent  of  utilization  of  mdlk 
in  m.anuf actured  products  for  the  remainder  of  the  year, 
but  the  most  likely  indications  point  to  a   rather  marked 
reduction  in  volur.:e  of  mJ.lk  used  in  manufactured  products 
during  193^»    I'^e  drought  curtailed  production  chiefly 
in  the  Middle  'Vest  areas  where  the  bialk  of  milk  produc- 
tion goes  irxto  butter  and  other  manufactured  dairy  products. 
Production  for  the  fluid  milk  markets  of  the  East  has  been 
only  slightly  affected  by  poor  pastures,  though  increased 
grain  prices  may  m.alce  a  difference  later  on, 

Y'^  are  interested  particularly  in  viiat  can  be  done 
towards  increasing  consumption  of  fluid  m.ilk.    It  is  true 
that  nllk  I'light  well  com.prisc  a  larger  share  of  the  nation's 
diet.    The  Bureau  of  Hom.e  Economics  has  compiled  a  study 


of  our  wliole  mile  needs.    Recorinendo.tlons  for  per  capita 
consuiuptlon  vary  frori  l[|_0  quarts  annually  for  a  nlnlmuni 
ci:iGrgoncy  diet  to  JOO  quarts  for  a  liberal  diet,   A  per 
capita  consunption  of  25O  quarts  would  ncct  the  needs  of  an 
adequate  diet.    Our  present  per  capita  consumption  cones 
into  tills  picture  at  aloout  the  nininui;i  level, 

Hilk  contains  the  largest  assortnent  of  nutrients  of 
any  single  food  material.    It  is  a  ^ood  foundation  for  a 
safe  diet,  suppljring  hi.^h  quality  proteins,  calcium, 
vitamin  A  and  the  pcllacra-proventinn;  factors  --all  of 
them  Important  items  frequently  lacking;  in  diets.    Milk 
has  versatility  as  a  food,  supplying;  needs  both  of  children 
and  adults.    In  ad^ilt  consumption  wc  have  plenty  of  leeway 
for  dietary  improvement  of  the  kind  that  milk  can  supply, 
Ililk  is  the  basis  for  cith.er  building  diets  or  reducing 
diets,    i^or  the  latter  it  supplies  the  much  needed  factor 
of  safety. 

But  w]iile  a  lar._';;or  per  capita  consui^iption  of  milk 
provides  an  excellent  objective,  there  are  obstacles  in  the 
way  of  its  attainment  without  excessively  low  prices  to  pro- 
ducers.   Low  consumer  incom.es  are  always  acco-ipanied  by 
restricted  per  capita  expenditures  for  dairy  products. 
Also,  there  is  a  widespread  failure  to  realize  the  import- 
ance of  milk  in  the  diet,    A  larrer  use  of  dry  skim- mi Ik 
might  be  Gncouraced  for  use  in  cookinr  (for  v^hich  v/hole  ■ 
milk  often  is  considered  too  expensive),  thus  correcting 
diet  deficiency  and  at  the  same  time  increasing  total  con- 
sumption of  milk.    Increased  purchasing  power  of  families 
of  lo\7  Incom.e  and  a  vigorous  educational  program  for  those 
of  better  incomes  would  bring  about  increased  consumption. 

Use  of  public   funds  to  aid  people  in  obtaining  milk, 
v/ho  othori-ji  se  would  not  bo  able  to  have  their  share,  has 
been  initiated  in  several  instances.    The  Government  relief 
purchases  incl-iicio  '  milk,  butter  and  cheese,  v/hich  are 
distributed  to  those  v;ho  othcrv/isc  would  not  obtain  them. 
The  dairy  program  v;hlch  was  recently  sponsored  by  the 
Agricu.ltural  /idjustrnont  Administration  included  proposals 
for  malning  additional  quantities  of  milk  available  to 
undernourished  children.    Besides  the  use  of  public  funds, 
other  steps  have  been  taken  to  encourage  milk  consumption. 

Some  of  tjio  mAlk  marketing  licenses  nox^   in  effect  pro- 
vide that  milk  v/hich  would  otherwise  go  into  manufactured 
produ.cts  at  "surplus"  prices  may  be  sold  for  consumption 
by  the  needy  at  a  price  below  the  regular  fluid  milk  price. 
New  York  City  has  sot  up  milk  stations  to  distribute  milk  to 
far.illies  of  low  incomes  at  lessened  prices,   VJhile  those 
measures  are  aimed  directly  at  stimulating  milk  consimip- 
tion,  the  dairy  farmer  benefits  from  thorn,  since  they  tend 
to  absorb  production  surplus  and  establish  dietary  '  habits 
that  v;ill  im.provc  his  market  in  the  long  rim.    In  these 
instances  public  expenditures  are  substituting  for  deficient 
individual  incomes.    Pending  fLirther  recovery  in  con- 
sumers' incomes,  similar  measures  doubtless  will  Ijc  con- 
tinued but  it  is  important  from  tJie  standpoint  -of  farmers* 
incom.es  tb.at  these  measures  be  drafted  to  prevent  diversion 


of  such  relief  supplies  to  displace  sales  of  Class  One  milk. 
The  fanner  is  willing  to  do  his  part,  "but  relief  is  primarily 
a  responsibility  of  society  in  general,  not  a  burden  to  be 
thrust  upon  the  farmers  alone.   Also  the  whole  question  of 
whether  the  use  of  public  fuads  to  aid  the  consumption  of 
milk  might 'be  good  permanent  policy  is  a  pertinent  one   for 
discussion. 

In  the  light  of  the  foi^egoing  considerations,  and  factors 
connected  y/lth  '^^'^"^   purchasing  power,  it  appears  that  for  the 
period  immediately  ahead  the  goal  should  be  to  have  a  volume 
of  milk  production  somevjhere  near  the  present  level.    This 
is  somewhat   below  the  high  production  of  the  period  from  1951 
to  1955^1  "but  is  in  line  with  production  in  the  years  immediate- 
ly preceding.   Just  how  the  amount  suggested  should  bo  divided' 
between  the  various  classes  of  milk  and  between  regions  is  a 
question  for  further  study.    How  can  production  be  maintained 
at  or  near  the  present  annual  level? 

I.Iilk  production  in  the  United  States  presents  an  uneven 
pattern  with  widely  different  problems  applying  to  different 
geographical  areas.     In  the  Northeast  most  of  your  milk 
production  is  for  the  fluid  milk  market.    In  the  Middle 
Western  dairy  regions,  only  about  one-third  of  the  milk  pro- 
duction is  consumed  as  fluid  milk,    -he  balance  is  used  to 
produce  cream,  butter  and  other  manufactured  dairy  products. 
Fluid  milk,  on  the  one  hand,  and  manufactured  dairy  products 
on  the  other,  are  separate  market  classifications.    They  arc 
dom.inantly  produced  in  different  regions. 

That  does  not  mean  that  the  problem  created  by  surplus 
production  in  one  area  is  confined  to  that  area.    The  surplus 
produced  in  the  manufacturing  regions  hurts  the  fluid  milk 
producers  by  lowering  the  butter  price  on  which  part  of  their 
returns  arc  based.   At  the  same  time,  the  surplus  produced  by 
the  fluid  milk  producers,  which  is  converted  into  manufactured 
products, lowers  the  price  for  the  producers  in  the  manufactur- ' 
ing  regions  as  v/ell  as  for  fluid  milk  producers  in  other  areas. 
Thus,  excessive  production  by  either  group  harms  the  other 
group. 

The  production  control  program,  viiich  was  recently  proposed 
for  dairy  products  by  the  Agricultural  Adjustment  Ad^iiini s tr a- 
tion  v;as  intended  to  relieve  this  situation.    Through  volunt- 
ary cooperation  the  sale  of  excess  amounts  of  milk  by  farmers 
in  cither  group  would  have  been  prevented.    Incidentally, 
in  vievif  of  the  drought,  it  is  interesting  to  consider  v/hat 
would  have  happened  if  the  program  had  been  placed  in  effect. 
The  program  provided  for  a  restriction  of  sales  of  milk  in  all 
forms  from  farms  of  cooperating  producers  to  amounts  equaling 
80  to  90  per  cent  of  the  average  sales  in  the  peak  years  of 
1932  and  1955*    Benefit  pajrments  would  have  compensated  the 
participating  dairymen  for  the  restriction  in  their  sales. 
The  manner  in  v/hich  individual  farmers  were  to  reduce  their 
production  was  not  stipulated.    The  program  was  aimed  at 
better  incomes  for  the  producers  of  milk  and  manufactured 
dairy  products. 

Drought  and  other  factors  have  curtailed  production  and 


inovc;(3   pricoE  upward,    '-l-Vilci  la.   tlio  roault  at  vidilch  tho  dairy 
program  wao  almort.   Had  tho  program  gono  into  cffoct,  dairy  .•  "" 
pi'oaiiccrs  would  havo  boon  rccolvlng  benefit  payraonta  for  roduc- 
tlon  caused  by  drought  In  addition  to  bGncfits  from  hifjhor  prices, 
Tho  effect  of  tho  drou.rht  is  contcrod  in  a  fov;  atatec,  whoro  pro- 
diacera  have  little  or  no  milk  to  sell  at  tho  higher  prices  that 
result  from  drought  production  cvirtallmcnt.   The  dairy  program 
would  not  only  have  given  tho  industry  a  larger  gross  income,  but 
it  would  havo  made  a  more  equitable  distribiation  of  tho  incomo 
over  the  various  producing  areas. 

Had  this  program  boon  in  effect  dairy  farmers  .whose  incomes 
were  almost  wiped  out  by  the  drought  would  have  had  a  minlmiun  of 
income  from  their  benefit  payments.   This  v/ould  have  given  thorn 
tho  same  form  of  incomo  insurance  v;hlch  cooperating  wheat  producers 
in  drought-strlckon  areas  arc  receiving,   V/liI  le  Now  England  farmers 
aro  not  the  principal  sufferers  from  drought  in  195^  they  also  are 
exposed  to  ha:.;,ards  of  various  kinds,  and  a  continuing  plan  of  this 
sort  v.'ould  servo  to  protect  them  in  caso  of  future  disasters  to 
thoj.r  business. 

As  you  Icnow,  t]io  sales  allotment  plan  \Thldh  was  offered  to 
the  Industry  in  a  aorlos  of  regional  oonfercncos  in  April  wa:;  not 
placed  in  effect,  because  of  sharp  disagroomcnt  among  the  various 
elements  in  the  industry  as  to  what  ought  to  bo  done.   However, 
the  fundamaital  problem  of  surplus  production  and  Insufriciont 
returns  still  exists. 

Looking  to  tho  fixtui-e,  it  may  bo  that  doslrod  adjustments  can 
bo  obtained  in  otlior  ways  than  tho  one  recently  considered. 

Cooperative  organizations  by  themselves  can  do  much.    Fluid 
milk  markets  want  a  constant  supply  wook  In  and  v;ook  out,  w3.  th 
fluctuations  on  account  of  weather  and  other  factors  liold  to  a 
minimum.   The  longer-term  trend  may  be  detormlncd  by  changes  in 
population,  chan^jos  in  purcJiaslng  power  and  changes  in  desire  for 
milk.   The  cooperatives  have  helped  very  materially  in  adjiasting 
production  to  demand  in  maz'^lcots  \ihcrc  they  are  dominant, 


'  e 


The  Agricultural  Adjustment  Admlnisti'atlon  could  help  adjust 
production  in  tho  fluid  milk  sheds  through  marketing  agreements 
worked  out  with  the  help  of  the  cooperativos  and  tlioir  producers, 
supplomontod  by  milk  marketing  licenses.   In  a  market  whoro  there 
is  an  agreement  and  a  license  all  producers  and  all  distributors 
are  joined  v;lth  the  cooperative  association  in  a  common  effort. 
To  control  supplies  in  a  mil!:  marlcot  and  to  keep  them  at  all  times 
in  balance  v/ith  demand,  it  might  be  worth  v/hilo  to  consider  tho 
setting  of  quotas  for  each  of  tho  individual  milk  prodxiccrs  supply- 
ing tho  market,  as  Is  already  being  done  under  some  of  tho  market- 
ing agrcciDents  and  licenses  for  commodities  other  than  milk.   On 
account  of  the  overlapping  o.r  milk  sheds  and  tho  interdopcndonce 
of  markets,  adjustments  by  tills  method  v^ould  not  bo  too  promising 
unless  all  of  tho  Important  nilk  mai'kcts  had  agreements  and  licenses; 
and  unless  a  production  adjustment  program  wore  in  effect  in  areas 
producing]- .milk' for  rT.nufr.ctvirc,   Obviously,  the  producers  In  a 
given  market  could  not  be  expected  to  restrict  their  production  or 
sales  on  a  quota  plan  if  they  were  to  bo  exposed  to  competition 
from  fluid  milk  supplies  coming  in  from  outside  thoir  milk  slied. 


Some  degree  of  protection  i;::  already  :--'^.vcn   fluid  nllk  prodi.i.ccrs 
through  the  provision  In  a  niunbcr  of  licences  that  nc./'proUiicors 
must  go  through  a  period  of  prolDatlon.    Other  arrangement c  of  a 
similar  nature  could.  If  necocaary,  he  v/orked  o\it  to  supplement  the 
quota  system.    These  would  not  "be  tariff  \7alls  conferring  special 
privilege  on  some  one  group  of  dairymen,  hut  rather  devices  calcula- 
ted to  assist  in  carrying  ovit  a  hroad  national  progroxi  of  dairy 
production  adjustment,  va.  th  a  viev;  to  conferring  equitable  benefits 
on  all  mill:  producers. 

It  is  obvious  also  that  in  carrying  out  such  a  prograi'.i,  either 
the  marketing  agreemicnts  of  the  l:lnd  I  have  described  v/ould  have  to 
bo  made  effective  in  all  m.p.rkots  cimultanooiisly,  or  else  protective 
arrangements  of  a  temporary  nature  would  have  to  be  made  in  thocc 
markets  where  agreements  wore  in  effect. 

The  problem  of  vrorking  out  agreements  and  licenses  for  many 
markets  is  complicated  by  the  c;:lstencc  of  Illlk  Control  Boards  in 
some  states,    Vinaorc  such  boards  exist,  the  Agricultural  Adjustment 
Administration  does  not  enter  a  market  until  a  basis   of  operation 
mutually  satisfactory  to  State  and  Federal  authorities  has  been 
evolved. 

Turning  to  the  manufacturing  areas,  it  maybe  possible  in  time 
to  control  dairy  production  through  adjusti.ients  in  feed  crop  pro- 
duction.   It  has  been  suggested  that  a  siu^le  but  effective  way  of 
achieving  a  balanced  agriculture  would  be  to  apply  the  processing 
tax-benefit  payment  system  to  the  task  of  getting  land  fror^.  cultivat- 
ed crops  into  pasture  and  forage  and  woodland  --  in  other  v/ords,  to 
bring  about  the  shift  from  an  intensive  to  o.n  c;xtcnsive  type  of 
farming  so  urgently  needed. 

If  enough  land  v/ore  put  into  grass  and  forage  crops,  total 
crop  production,  and  in  turn  total  livestock  production,  v;ould 
bo  brought  into  lino  vj-ith  available  markets.    There  viroiild  still 
be  the  question  of  ad  jhistm.ent3  between  corj:aodities ,    But  a.'j  long 
as  we  have  a  system,  of  free  prices,  sooner  or  later  those  adjust- 
ments would  make  themselves  in  response  to  price  changes,   Parm.ers 
v/euld  naturally  devote  their  acres  of  cu.ltivatcd  land  to  the  crops 
they  found  most  profitable. 

More  land  in  pasture  and  forage  crops  and  less  in  concentrated 
feed  crops  v/ould  have  a  marked  Influence  on  dairy  production.    The 
total  quantity  of  feed  for  livestock  in  the  country  would  be 
lessened  and  hence  the  total  vclui'ic  of  production  of  livestock  and 
livestoclv  products  v/ould  bo  brought  m.orc  nearly  in  line  with  the 
goal  which  producers  are  trying  to  reach.    It  would  result  in  a 
dov/nward  adjustm.ont  in  dairy  prodiictlon  in  the  feed  grain,  areas 
unless  prices  of  dairy  products  v/ere  kept  relatively  higher  than  the 
prices  of  beef  cattle,  hogs,  and  other  classes  of  llvostocl:  v/hich 
com.pete  for  our  national  food  supply.   At  the  scj-.ie  time,  dairy 
production  costs  vrould  be  roducod,  for  as  has  boon  'pointed   out  by 
the  Bureau  of  Dairy  Industry  of  the  United  States  Department  of 
Agriculture,  dairy  rations  containing  greater  proportions  of  pasture, 
hay  and  foi'agc  are  more  economacal  than  the  rations  containing  high 
proportions  of  conc-'^i-trates  that  are  now  being  used  by  large 
numbers  of  dairy  farmers, 

A  feed  crop  adjustment  program,  of  tills  character  in  the 


diversified  farming;  regions  night  help  remove  some  of  the  competi- 
tion v/hich  dairy  farmers  of  New  England  have  been  feeling  as  any 
reduction  in  production  vroiild  tend  to  decrease  the  pressure  of  milk 
from  surplus  producing  regions  on  the  Nev/  England  milk  sheds,  and, 
at  the  same  time,  help  dairy  farmers  of  the  Mid  West  to  reduce 
their  expenses  of  production.    It  must  not  be  overlooked,  of 
course,  that  a  dovmward  adjustment  in  the  production  of  feed  grains 
would  tend  to  increase  the  market  price  of  those  grains,  and  that 
this  would  tend  to  increase  to  some  extent  the  production  costs  of 
those  dairy  farm^ers  who  purchase  part  or  all  of  their  concentrated 
feeds.    But  for  the  farmers  in  the  eastern  m.ilk  sheds  this  might 
be  m.orc  than  offset  by  the  advantages  of  decreased  compotitiorif, 
In  the  long  run  dairy  prices  always  reflect  grain  price  improvem.ent , 
Afci  ;.;ro  DayiS  already  has  said  to  this  group;    In  the  past  the 
eastern  intSistry  has  been  most  pr^osperous  in  periods  when  grain 
prices  were  high. 

Thus  it  seems  that  one  of  the  possibilities  for  a  nation-wide 
dairy  adjustment  program,  lies  in  a  series  of  m.arkotlng  agreements 
and  licenses  for  the  Important  milk  markets  together  with  a  feed 
crop  adjustment  program  for  the  regions  vhere  concentrated  feeds 
are  grown.    Important  provisions  in  the  marketing  a.grecm.cnts  and 
licenses  would  pertain  to  adjustm.ent  of  production  within  the  milk 
sheds.    Under  the  Agricultural  Adjustment  Act  a  feed  crop  produc- 
tion program  such  as  that  suggested  hero  can  be  carried  out  by 
contracts  of  individual  farmers  with  the  Secretary  cf  Agriculture, 
Many  farmers  and  farm,  leaders  in  the  corn,  bolt  and  Middle  V/est  arc 
rocoi-imending  that  a  program  of  this  kind,  be  inaiigurated  next  year. 
Under  the  m.arketing  agreements,  production  adjustment  provisions 
coiild  be  worked  out  in 'accordance  v.dth  the  conditions  surrounding 
each  individu.al  market.    Crop  adjustment  contracts  vc.  th  individual 
farmers,  and  marketing  agreements  as  well,  can  take  into  account 
significant  differences  between  regions,  and  they  can  be  miade 
flexible  enoiigh  to  allow  for  adjust?. ;cnts  in  operations  that  i.iay 
be  made  desirable  from  tiine  to  time,  either  by  fortuituous  changes 
^S:c§¥-^S^h§^   '■"^°  ''■   ■k'''cught  or  bountiful  yields,  or  by  increases  or 
/in   the  demand  for  farm  products. 

As  Mr,  Davis  indicated  in  his  .address  last  night,  the  Adm.inis- 
tration  does  not  propose  to  formulate  plans  in  Washington  and  im- 
pose them  upon  the  farm.crs  of  New  England,    If  Nov/  England  dairy 
farmers  are  interested  in  obtaining  the  benefits  Virhlch  may  be 
possible  under  the  Agricultural  Adjustment  Act,  it  is  up  to  them 
to  miake  their  wishes  kno-wn,  to  help  work  out  the  program.,  and  to 
participate  actively  in  its  execution  after  it  has  been  formulated, 

E,  H,  Loveland,  Verriont  Extension  Dairyr.ian,  followed  with  a  discus- 
sion of 

"How  it  Would  Affect  New  England," 

Any  program  affecting  the  production  of  dairy  products  i s  of 
special  interest  to  New  England,    Seventy-seven  percent  of  all  its 
farm.s  have  dairy  cows  varying  from  87?^  in  Verm^ont  to  6"]%   in 
.Massachusetts;,    Including  the  value  of  farm  crops,  most  of  which 
are  used  in  the  production  of  dairy  products,  the  census  of  1929 
gives  dairy  products  asjl/o  of  the  value  of  all  farm  production  in 
iJew  England,  varying  from  [|.7/o  in  Verraont  and  Rhode  Island  to  12/^ 


In  Maine,   Vermont  studies  indicate  that  sales  of  dalrj''  cattle  and 
dairy  products  nake  up  betv/cen  60  and  "^0%   of  the  farn  incoine. 
Twenty-three  percent  of    the  farr.is  keeping  cows  ha.ve  nore  than  ten 
varying  fror.i  l\.^x^   In  Ven'.iont  to  'J%  In   Maine,    Seven  percent  have 
more  than  20  cows  varying  fron  l6'o  in  Veriiont  to  1%   in  Maine, 
California  where  dairying  is  centralized  on  a  few  large  farns  is 
the  only  other  state  to  have  as  high  a  percentage  of  farms  carrying 
20  or  r.iore  cov/s  as  Vermont,    Nov;  England  is  located  in  the  hay  and 
pasture  belt  and  in  a'  section  ill  adopted -to  grain  fanning  on  an 
extensive  scale,  thus  making  dairying  the  principal  and  in  general, 
the  most  efficient  farm,  enterprise, 

iiny  program  affecting  dairy  products,  especially  fluid  m.illc, 
is  of  great  interest  to  the  consumer.    New  England  \7ith  about. ,2/^ 
of  the  area  of  the  country  has  nearly  7/^  of  "the  population,    I'his 
Is   concentrated  in  the  three  southern  New  England  states  so  that 
20/^  of  Few  England  contains  Q0%   of  its  population.    Because  of  the 
peculiar  nature  of  milk  handled  in  flu.id  form.-easily  contaminated 
unless  kept  clean  and  cold;   a  food  of  high  protective  value  as  \7ell 
as  furnishing  cheap  energy,  but  v/hich',  unless  properly  handled, nay  be 
a  possible  spreader  of  disease, -consumers  have  iDecn  educated  to  feel 
that  milk  should  be  produced  relatively  near  its  final  riarket. 
Long  freight  hauls  arc  expensive  for  so  bulky  a  product.    There  is 
a  feeling  of  greater  safety  of  inspection  v/hen  produced  within  a 
2[|.  hour  Journey  of  the  m.arket.    The  present  mllkshed-  supplying  ■ 
Ijcv/  England  with  fluid  mdlk  is  alm.ost  entirely  vrlthin  New  England, 
a  little  coming  from  llcw  York,    The  sr.allei"  cities  of  southern 
Nov;  England  can  secure  their  supply  from,  nearby  producers,  but 
Boston  and  its  environs  has  to  cor;c  to  Northern  Wew  England  for 
m.uch  of  Its  milk,_   In  1955*  Vermont  furnished  59/^*  Maine  15/^, 
Now  Hampshire  12%,  HassachTisetts  10%,  and  IJow  York  6%   of  the  Greater 
Boston  receipts  of  fluid  milk,   I'\irther  expansion  of  the  mllkshed 
is  limited  by  the  Atlantic  Ocean,  Long  Island  Sound,  a  foreigji 
country  (Canada)  and  the  mllkshed  of  another  populous  center-llcw 
York,    A  price  for  milk  high  enough  to  attract  3^'rom.  the  New  York 
m-ilkshed,  or  to  overcome  the  high  freight  hau.l  from  more  distant 
territory  v;oLild  in  the  long  run  add  to  the  cost  of  living  in  South- 
ern Nov:  England  cities. 

Cream,  a  m.ore  conc;ontrated  product,  can  be  shipped  longer 
distances  with  present  day  refrigeration,  can  bo  kept  longer  v/lth- 
out  spoiling,  and  has  not, to  date,  been  subject  to  as  rigid  inspec- 
tion as  fluid  milk.    This  dairy  product  can  be  shipped  satisfacto- 
rily from  V7cst  of  Buffalo  and  in  1955,  h'^%   "f  the  greater  Boston 
supply  did  co.me  from,  outside  the  present  inilkshod.    Of  the  remialn- 
Ing  60%'  Vori-.iont  furnished  i\D%,   Maine  10)^,  Nov;  liamipshire  h^fo   and  New 
York  [|./a.   This  com.petition  to  New  Englond  cream  from  sections  vniosc 
principal  market  is  butter  and  cheese,  keeps  the  price  at  only  a 
little  above  butter  level  prices.    Butter  and  cheese  are  surplun 
products  in  New  England  and  are  made  only  to  use  up  milk  v/hloh  can- 
not othcrv;ise  be  sold  on  the  higher  priced  markets.    Outside  of  a 
few  local  markets,  the  supply  of  manufactured  dairy  products  comes 
from  outside  New  England, 

The  disposition  of  mAlk  produced  in  Nev;  England  is  estim.ated 
by  the  Division  of  Crop  and  Livestock  Estimates  to  be  1^%   used  on 
the  farm  varying  from  59^  in  Maine  to  Q%   in  Rhode  Island;   12/i 
retailed  varying  from  1J)%   in  L'iasso.chusotts  to  l\%   in  Vermont;   65?^ 


wholesaled  varying  fr'T.i  ^Z%   In  Rhode  Island  to  51/°  l^^  Ifelno, 
Both  milk  and  crcaKi  arc  included  in  the  retail  and  whole- 
sale figures,  and  arc  prodxiccd  in  nost  cases  orv   the  sane 
farns  at  the  Gf  -^  tine,  under  Identical  conditions  of 'cost 
and  sanitation.    The  price  however  differs  around  )l«00 
per  100  pounds  nilk  according  to  its  use. 

The  co;5t  -of  nilk  production  varies  v/idcly  tlrroughout 
Nov/  England  being  affected  by  factors  of  value  of  land, 
fertility  of  soil,  feed  value  of  available  pasturo.gc,  size 
of  business,  quality  of  co\7s,  cost  of  rcplaccncnts,  cost   of 
labor,  etc.    Northern  Nev/  England  has  the  lovi'cr  costs  duo 
to  lov/er  pi^iccd  land,  plentiful  roughage,  lower  cost  of 
labor,  lov/cr  cost  of  replacci:.ents,  and  in  general  bettor 
pastures  and  larger  sized  units  of  business,    'fliesc  factors 
have  caused  decreases  in  dairying  in  uany  sections  of 
southern  Nov/  England  and  Lialnc  since  1920  except  ivhere  favor- 
able narket  conditions  such  as  found  in  Connecticut  and  near 
cities  have  raised  the  local  price. 

The  basic  rating  plan  in  effect  in  nuch  of  the  Consoli- 
dated Dairies  territory  has  brought  sharply  to  the  attention 
of  the  producer  the  difference  in  price  for  fluid  nilk  and 
surplus  or  crean.    He  is  realizing  tliat  at  prevailing  cost 
prices  there  are  not  iiany  farns  v/hcre  crean  sold  fron  the 
farn  as  fluid  nilk  can  be  produced  at  a  profit. 

The  lack  of  a  unified  lie?/  England  narketing  progran 
in  operation  has  resulted  in  wide  variations  between  produc- 
ers in  share  of  the  fluid  nilk  narket,  duo  to  conpotition 
between  narlreting  ujnits  so  that  gains  in  sonc  sections  have 
boon  offset  by  losses  in  other  arcrs, 

I'Jhilc  Now  England  has  increased  its  niuiber  of  cov/s 
during  the  past  fov;  years  in  cormon  vd  th  the  rest  of  the 
United  States  and  for  the  sane  reasons,  the  increases  have 
boon  snallor  due  to  varying  conblnations  of  the  factors 
ncntioncd  above.    Since  1950^  the  nunbcr  of  cov/s  and  heifers 
over  two  years  in  Nov/  England  has  increased  about  ''1%   varying 
fron  a  loss  of  Z%   in  Mascacliusetts  to  a.n  increase  of  11% 
in  Connecticut,    In  the  United  States  as  a.  wliole  the  in- 
crease has  been  about  l8/^.    Since  1920,  New  England  has 
decreased  its  cows  about  7/^  while  the  United  States  has 
increased  V]%   and  the  North  Central  states  22^. 

One  noro  factor  affecting  the  production  of  fluid  r.iilk 
v/hich  needs  to  be  understood  before  disciissing  the  effect 
of  a  production  control  progran  is  that   of  the  seasonal 
uncvennoss  of  production  on  nany  f arris,  especially  in  North- 
ern Now  Englo.nd,    This  factor  prevents  all  nilk  produced 
being  available  for  the  narket  throiighout  t]ie  year.    In 
1935  ^-'^ow  England  produced  23/°  nore  nilk  on  Jime  1  than  on 
Dec®nber  1  according  to  figures  of  production  secured  by, 
the   Biireau  of  Crop  Entinatcs,    In  Vcrnont  there  was  \\Qi% 
variation  botv/ocn  June  1  and  Scptenbor  1,    In  Ilassachusctts 
the  variation  between  high  and  low  point  is  only  abou.t  20/^, 
The  receipts  of  rillk  in  Boston  to  care  for  the  fluid  nilk 
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show  a  variiition  of 
trade    /    onl'j   7-12  i)er  cent  botv/oen  high  and.  lev;  months o  ' 

Ahllity  oo  p;et  cows  to  freshen  as  desired,  pasture  conditions, 

longti'ue  habits  dno  to  adaptation  of  farm  to  efficient  butter 

production  are  factors  playing  an  im.portant  part  in  keeping 

production  ixneven, 

I  hav^  tried  in  the  first  part  of  this  paper  to  present 
some  of  the  important  factors  affectinr;  New  England  production 
of  dairy  products  which  v/ould  affect  any  adjustment  program. 
Such  a  program  is  of  prime  importance  to  New  England  farmers 
since  dairying  is  such  an  important  pai^'t  of  their  farm  income. 
It  is  of  importance  to  consumers  who  desire  an  adequate  supply 
of  tills  valuable  food  prorluct  produced  under  sanitary  condi- 
tions at  a  reasonable  cost.    The  producer  finds  himself  un- 
able to  produce  surplus  or  cream,  luidex''  present  conditions  at  a 
profit  so  the  consumer  buys  m^ore  and  more  from  Western  dairy 
sections.    Uneven  production  throughout  the  year  prevents 
sale  of  some  mill:  produced  at  other  than  surplus  price  and  may 
make  necessary  further  extension  of  the  milkshed  to  supply  all 
the  milk  needed  for  the  big  cit;,-  markets.    Varying  factors 
of  market  control,  cost  of  production,  cycles  of  coy;  nimibcrs 
have  varied  production  somewhat  differently  than  in  other 
sections  of  the  United  States,    Nov/  .1  will  attcm.pt  to  discuss 
how  a  production  control  program  might  affect  the  situation 
and  how  New  England  farmers  might  adjust  their  supply  more 
closely  to  market  needs  to  their  advantage, 

/sny  voltmtary  plan  of  production  control  which  is  nation 
wide  in  extent  with  benefit  pa'yricnts  and  a  processing  tax 
v;ould  involve  a  large  majority  of  Now  England  producers  regard- 
less of  their  personal  views  as  to  its  desirability  as  a 
national  plan.    Apparently  the  majority  of  New  England 
prodticcrs  do  not  favor  sucla  a  plan  as  was  proposed  by  the 
A, A. A.,  but  if  put  into  effect,  the  majority  would  probably 
try  to  secux'c  their  share  of  the  benefit  payments.    If  the 
processing  tax  is  to  bo  paid  by  the  consujiicr  on  a  butterfat 
consujnption  basis  more  money  would  be  taken  o^it  of  Nov;  England 
than  could  com.e  back  in  benefit  pa^^ments-,  but  if  the  net  re- 
sult was  stabilization  of  the  butter  marlzet  at  a  higher  price 
level  the  price  of  cream  v;ould  probably  be  affected  favorably 
and  it  vranld  be  easier  to  hold  the  price  of  milk  at  a  profita- 
ble level.    Many  question  the  ability  of  such  a  method  to 
greatly  affect  our  New  England  market  prices.    Such  a  tax 
migh.t  result   in  'decreased  consumption  of  dairy  prod.ucts  with- 
out corrcspond.ing  improvement  of  market  to  the  producer  of 
fluid  milk.    If  t?ic  change  in  price  was  too  slight  to  affect 
local  retail  prices  of  milk  many  producer  distributors  in 
smr.llcr  markets  woiild  have  tjie  processing  tax  to  pay  from 
their  own  pockets. 

The  attempt  on  the  part  of  producers  to  secure  benefit 
pa^rments  might  easily  result  in  lowered  production  in  the 
short  months  thus  forcing  enlargement  of  the  milkshed  v/hich 
m.ight  or  might  not  be  an  undesirable  situation.    Other  factors 
than  a  production  control  program  including  continued  low 
prices  for  surplus  milk  or  a  drop  in  milk  price  will  cause  the 
same  situation. 
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I  realize  that  the  plan  contemplates  cutting  sales  of 
surplus  milk  and  not  fluid  milk,    I  question  howovor  It  be- 
ing possible  to  cut  sales  on  surplus  m.llk  alone  since  much  of 
the  reduction  will  probably  come  through  reduced  grain  feed- 
ing and  sale  of  cattle.    The  Intention  of  the  dcir^nnajia  might 
be  to  follow  the  ideal  of  the  prograrii,but  cov;s  cannot  road  and 
some  dairymen  will  not.    The  cow  will  respond  as  per  her  nature 
YiThon  it  comes  to  production.    Lowered  feed  v/111  reduce  pro- 
duction not  only  in  April  and  Ma7/,  but  alr.o  as  a  re  stilt  of 
that  shortage  of.  feed  in  those  months  in  August  and  September, 
She  cannot  bo  made  to  freshen  at  will.    Cows  in  poor  phyrical 
condition  will  not  qiuckly  respond  to  increased  feed  with  in- 
creased milk.    These  factors  m.ight  make  the  plan  a  costly  one 
in  the  longer  pei'lod  of  time  than  the  immediate  emergency. 
Cows  sold  from  the  farm  cannot  be  replaced  until  new  ones  can 
bo  raised,  unless  purchased  from  other  areas.    Any  great  de- 
mand following  this  program  of  surplus  reduction  might  result 
in  higher  prices  for  cattle  thus  increasing  cost  of  production. 
The  amount  of  homo  consujiiption  possible  is  problematical. 
The  uneven  distribution  of  surplus  and  the  large  size  of  many 
farms  in  Now  England  would  make  home  consumption  of  a  large 
proportion  of  milk  hard  to  put  into  effect,    I  believe  these 
factors  have  not  been  thoroughly  considered  in  our  discussions 
of  the  progrrijii  and.  might  malic  the  _sittiation  less  favorable  to 
New  England  producers  than  to  some  other  sections  of  the 
country. 

The  possible  benefits  have  been  given  wide  publicity  and 
need  no  further  explanation.    These  benefits  may  outweigh 
the  disadvantages.    The  effect  on  price  is  the  pi'inclpal  one. 
Failure  to  hold  the  present  milk  market  license  price  would 
be  disastrous  to  many  New  England  farmers.    A' drop  In  price 
v/ould  have  much  the  same  effect  as  the  drought.  It  affects 
not  according  to  ability  to  v/ithstr.nd  the  loss  but  according 
to  location. 

Lower  prices  would  surely  lower  production  below  the 
possibility  of  holding  the  market  v;ithin  present  milkshed 
Yirlthout  any  corresponding  aid  through  benefit  pa;,Tnents  or 
control. 

As  the  situation  exists  at  present,  the  drought  and  other 
conditions  may  have  made  su.ch  drastic  immediate  action  as   an 
immediate  production  control  program  unnecessary.    The  drought 
however  should  not  lull  us  into  a  feeling  of  security  that  all 
is  well  in  the  dairy  industry   and  that  further  planning  is 
unnecessary. 


The  effect  of  a  production  control  program  \ipon  farm 
management  is  one  which  requires  careful  thou.ght  and  planning, 
A  lowered  size  of  business  generally  ad..vcrsely  affects  farm 
profits.    The  overhead  and  labor  cost  per  unit  is  increased, 
and  possibly  the  higher  cost  of  production  v/ould  be  more  than 
the  Increase  in  price  of  product.    Such  a  situation  would 
increase  prices  to  consumer  without  benefitting  the  producer. 
If  the  number  of  cows  in  New  England  v/ere  reduced  10  percent 
we  would  have  a  surplus  of  hay  virlthout  a  i;iarket  unless  other 
livestock  were  Increased.    Since  grass  products  are  the 
natural  products  of  our  Nevj-  England  sell  (other  than  trees)  v/e 


v/ant   to  nakc  full  u.so  of  this  on  our  farns.    The  dairy  cow 
has  proved  the  raost  efficient  nachlnc  thrcur^h  v;hlch  to  raarkct 
this  hay. 

If  the  suggested  production  control  program  were   put  in- 
to effect   I  fool  that  the  follov/lng  would  be  the  order  in 
vrtiich  farriers  would  attempt  to  cut  sales  from  their  cows# 

1-  Reduced  feeding  of  grain.    This  method  alone  on  a 
flat  price  banis  v/ould  result  in  Northern  Nev/  England,  v/hero 
few  dalrjinen  feed  sufficient  grain  for  best  results  at  any 
tine,  in  a  higher  cost  of  production  per  unit  and  lov/orcd  re- • 
turns  per  farm,    Wierc  heavy  aonounts  of  grain  arc  being  fed^, 
the  result  mi.rcht  not  bo  as  undesirable.    On  a  base  rating 
plan,  with  low  ratings,  this  plan  would  prove  profitable  as 
long  as  the  valiie  of  surplus  was  less  than  the  cost  of  produc- 
tion.   This  method  has  been  v/idoly  followed  the  past  throe 
years  and  further  reductions  in  many  cases  would  result  in 
very  Icy;  returns  for  labor  and  overhead.    The  selection  of 
this  method  is  nat\iral  as  it  involves  less  thinking,  reduces 
cash  expenses,  and  is  easiest  to  put  into  operation.    The 
result  Is, oftentimes,  cov/s  poor  in  flesh  which  will  roqiilro 
years  of  expensive  feeding  to  bring  back  into  rood  producing 
condition.    To  prevent  inefficient  use  of  this  mothod  v/ould 
require  much  educational  v/crk, 

2-  Culling  of  poor  and  diseased  cows.    This  method  has 
much  to  commend  it,    P::'or  cows  are  alv/ays  a  handicap  to  a 
herd  and  anything  which  will  reduce  their  number  is  an  aid  to 
the  industry.    Unless  some  method  of  marketing  these  cows  is 
added  to  the  prograi":,  it  has  little  appeal  to  the  farmer  who 
hates  to  sell  a  cow,  no  matter  how  poor,  for  a  song,  or  pay 
for  tho  privilege  of  burying  it.    This -method  too  Vi/ill  re- 
quire education  as  to  proper  selection,  and  vnMl  often  be 

least  practiced  wlicre  most  needed, 

5-  Greater  hom.c  use  of  dairy  products.    There  is  already 
an  increase  in  the  uso  of  milk  and  dairy  products  on  tho  farm. 
There  Is  need  for  much  more.    Calves  raised  for  rcplacer.onts 
could  use  a  lot  more  milk  than  is  at  present  being  used,    I 
question  v/hcthcr  there  \;ould  be  air;-  greatly  increased  use  of 
milk  on  the  farm  a^  a  result  of  tho  program. 

These  o.nd  other  motlicds  can  be  used  successfully  for  a 
temporary  program.    Ho  one  method  is  adapted  to  all  farms. 
Unfortunately  many  of  those  practices  are  not  desirable  ones 
to  follov;  under  normal  conditions  to  the  extent  encouraged  by 
the  emergency  program.    Any  plan  of  reduction  of  an  artificial 
nature  would  need  to  carry  with  it  added,  educational  facilities 
for  encouraging  the  uso  of  the  mothod  best  adapted  to  the 
pai^ticular  farm*   There  v/ould  need  to  be  considered  size  of- 
bT^siness,  aiuount  of  available  roughage,  dlstmcc  from  market, 
available  labor j  size  o.nd  ago  of  family,  debt  conditions, 
quality  of  cows,  mentality  of  dairyman,  and  many  other   factors, 
As  a  result  of  not  properly/  taking  these  factors  into  consider- 
ation many  individual  losses  would  result  which  would  take 
years  to  make  up. 


For  New  Englaiid  conditions,  I  cannot  bo  vory  enthusiastic 
for  the  plan  presented,  "by  the  k,k,k.         It  involves  too  many 
uncertainties  as  to  result.    It  requires  too  nuch  educational 
work  to  put  into  practical  operation  a  plan  which,  involves 
many  ordinarily  mieconomic  practises.    It  might  result  in  in- 
creased cost  of  dairy  products  to  the  consujner  with  only 
temporary  benefit  to  the  producer  -  t;!".at  obtained  from  the 
benefit  payment.    Any  plan  Involving  government  tax  and 
benefit  pa^nnent  is  liable  to  be  Injurious  to  the  morale  of  the 
people  who  seek 'the  benefits.    On  the  other  hond  I  realize  the 
need  of  some  method  of  discouraging  increased  prodiiction  until 
consiunptive  demand  can  bo  improved,    I  feel  that  decreasing 
the  cost  of  px'oductlon  so  as  to  make  unnecessary  an  increased 
price  to  the  consuiner  would  be  of  more  lasting  benefit  than  th6 
plan  proposed.    Siich  a'progrrj'a  requires  much  educational  v/orkj, 
requires  government  aid,  and  requires  a  longtime  program.    It 
m.ay  take  too  long  to  put  into  successful  operation  to  meet  the 
present  emergency.    Possibly  the  drought  has  given  us  this 
respite  so  that  such  a  plan  could  be  worked  out  and  put  into 
operation,    I  wciild  like  to  suggest  a  plo.n  which  seems  to 
me  v/orthv  of  further  thought  and  which  might  be  made  appllca  - 
bio  not  only  to  Now  England  but  the  entire  country  as  well. 
It  would  require  money  and  work.    It  would  furnish  temporary 
work  for  a  large  group  of  people.    Its  result  ¥;ould  bo  of 
lasting  benefit  and  not  fill  a  temporary  need  only. 

The  rating  plan  for  fluid  milk  and  sujrplus  on  the  Boston 
market  has  brought  to  the  attention  of  the  producer  the 
difference  In  price  for  the    product   v/hich  I'^f*^  rjn^la^ad  is 
best  equipped  to  furnish  and  'cho  surplus  v/hich  can  at  present 
be  secured  at  lowei'  price  in  other  parts  of  the  country.    In 
spite  of  the  fact  that  the  rating  plan  has  had  little  educa- 
tional wc^rk  accompany  it  to  help  dairymen  to  adapt  themselves 
to  the  plan,  it  has  made  many  thinking  farmers  change 
thoir  farm  plans  to  better  meet  the  market  needs,    I  believe 
that  this  plan  could  be  extended  with  mO(].if Ica.tions  to  the 
entire  milkshed  of  New  England  and  by  this  alone  discourage 
prcxiuctlon  of  surplus  milk  in  the  Nov;  England  territory  ujitll 
it  Y/as  profitable  for  surplus  to  be  produ.ced.    Such  a  pro- 
gram should  be  accor-panlod  by  an  educational  progrrxi  for 
efficient  production. 

Whether -this  plan  could  be  extended  to  other  territories 
equally  well,  I  am  not  equipped  to  answer,    I  feci  that  it 
could  be  extended  to  ot.lMcr  fluid  milk  areas.    Possibly  a 
modification  of  this  could  be   extended  to  crcain  with  regional 
quotas  to  bo  allot'^od  to  sections  now  in  the  cream  business* 
For  butter  and  other  inanuf actured  prodiicts,  I  would  propose  a 
tax  on  amounts  producod  above  quotas  which  would  discourage 
produ-Ction  beyond  sales,    An^^  increase,  in  sales  v/ould  decrease 
the  tax.    This  would  encourage  consuiiption  without  making  the 
consumer  pay  the  tax.    The  increased  efficiency  program 
v;ould  decrease  costs  but  the  tax  would  make  it  lonprof Itablo  to 
increase  production  bc7/ond  consumptive  dem.and,    I  offer  this 
as  a  plan  which  would  increase  the  efficiency  of  production, 
reduce  thereby  the  costs  and  encourage  consumption, 

S\ich  a  plan  may  not  be  v/orkablc  under  the  present  setup 
of  the  A, A. A.    It  may  not  be  necossar"  to  go  to  the  extent 
?-^  ■   ■        •  '  -     "      "       •    f. 
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suggested,      I  W'- uld  like  however  to  see  r\   plan  adopted 
for  handling  the  cncrgcncy  which  fits  into  a  pcrraanent  prograra 
of  Iraprovemcnt  for  the  dairy  industry. 

Under  present  conditions  in  New  England,  a  progra^.i  of 
fewer  but  bettor  cows,  using  r.ioro  honegrovm  feeds  v;ould  do- 
crease  sales  per  farm  and  inake  the  resultant  reduced  cost  of 
production  raore  than  ovorbalmco  the  loss  of  total  incone. 
Such  a  prograiu  would  not  apply  to  every  dairyiian  and  might  not 
apply  to  those  sections  where  the  present  milk  supply  has  been 
adapted  to  local  demand.    It  might  not   apply  to  those  dairy- 
men v/ho  have  already  adjusted  their  size  "of  herd  to  the 
amount  ^f  available  efficiently  produced  roughage  which  their 
farm  can  supply  and  v/hich  have  good  producing  co\7s.    It 
could  apply  to  the  vast  majority/  of  dairymen  who  arc  selling 
milk  at 'Whole sale, are  on  a  rating  plan,  have  a'burdensomo ' 
surplus,  and  have  a  production  per  cow  under  7,000  pounds* 
Such  a  program  requires  more  extended  use   of  the  D.  H,  I, 
Association  and  record  keeping.    Such  a  method  roquires  more 
study  and  v/ork  on  roughage  and  pasture  improvement.    Such  a 
program  would  cost  money,  but  the  money  v;ould  be  spent  on  a 
permanent  advancement  of  the  dairy  industry  helping  both 
producer  and  consumer. 

As  an  illustration  ■  of  tho  partial  possibilities  of  siich  a 
scheme,  using  Vermont  r»II,I»  figures  for  an  exai'iple,  prices  of 
milk  and  grain  the  same  per  one  hundred  pounds  (in  this  case 
$1,50  each)   v;e  find  that  30  cows  averaging  4567  pounds  each 
will  return  above  feed  cost  $380  per  year.    Reducing  produc- 
tion 15  percent  we  find  that  21  cov/s  averaging  5577  pounds 
v;ill  "return  ;|439»18|   co\ts  averaging  6483  pounds  v;lll  return 
$504o|   16  cows  averaging  7474  pounds  will  return  $594,    If 
we  start  with  30  cov/s  averaging  5577  pounds  and  increane  pro- 
duction to  6483  pounds  v;c  can  hold  returns  above  feed  cost  with 
a  15  percent  ctit,  ^   The  same  is  true  of  the  higher  grades, 
Vi/i;5h  a  reduction  ^.^''-numbor  of  cows,  we  can  make  pasture  a  crop 
and  have  better  pasture  as  a  result.    We  v/ill  have  less  acres 
to  till  with  more  in  pasture  and  can  raise  with  a  shorter  rota- 
tion, better  roughage. 

Those  adjustments  will  enable  further  savings  in  amount 
of  grain  purchased.    The  west  side  of 'the  state  of  Verinont 
with  better  roughage  Including  pasture,  produces  around  400 
poimds  more  milk  from  roughage  than  tho  east  side  of  tho  stato 
and  individual  farmers  in  both  sections  add  more  than  1000 
pounds  of  milk  to  their  production  from  roughage  over  other 
dair^n'ion. 

No  such  plan  is  workable  as  a  moans  of  reducing  sales  ex- 
cept with  a  rating  plan  as  increased  size  of  business  could 
easily  result  from  putting  above  practices  into  operation, 
Tho  improvement s,howevor,  enable  adjustment  to  market  as  the 
need  arises  v/ith  better  cows,  better  cared  for,  instead  of 
poorer  fed  cows,  reduced  fertillt:"  of  fo.rm  land,  and  reduced 
morale  of  dair^onen. 

New  England  is  a  part  of  the  United  States,    It  cannot 
Gxpect  to  have  special  recognition  from  a  plan  made  up  to 
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cover   the  United  States  which  cannot  be  applied  elsewhere, 
I  feel  that  such  a  plan  as  proposed  could  be  extended  to  other 
areas  with  similar  results.  .  Such  a  plan  will  take  a  longer 
time  than  the  proposed  oncrgency  production  control  program 
to  carry  out,  but  its  results  will  bo  of  nore  lasting  benefit 
to  the  dairy  industry  and  the  consujning  public. 


'G.  M.  Putnam,  President  of  the  N.  H,  Farm  Bureau  Federa- 
tion,prepared  a  paper  which  was  read  by  Mr,  Paclcard  in  his 
absence  on 

" Should  it  be  Sectional  or  IMational?" 

If  a  program,  of  reduction  in  the  production  of  dairy 
products  is  to  be  put  into  operation,  "should  it  be  sectional 
or  national?"    I  am  asked  to  discuss  and  to  express  an  opinion 
on  this  question  and  my  reasons  therefor.    At  the  outset  may 
I  say,  the  vlev/s  I  express  and  the  conclusions  I  arrive  at  are 
only  the  personal  viev/s  of  m.yself  as  a  dairy  farmer,    I  am 
speaking  for  no  organization  or  group,    I  am  trying  to  arrive 
at  conclusions  that  would  be  economically  soiond  and  applicable 
to  my  ovm.  case  or  that  of  other  dair'^ancn  wherever  I  or  they 
night  happen  to  reside, 

■  In  discussing  the  question  of  production  control  there 
are,  I  think,  certain  fxindamcntal  principles  that  must  be 
given  consideration  in  the  establlslimcnt  of  such  a  program  for 
any  com:nodlty, 

we 
So  long  as/continue  to  be  a  nation  of  48  states  with  our 
present  transportation  facilities  I  believe  v;ith  some  possible 
limitations  with  respect  to  certain  cor.Tmoditios,  a  production 
control  progrfiin,  in  order  to  succeed,  must  be  national  in  its 
scope  or  at  least  broad  enough  to  include  producers  of  a  given 
commodity  in  all  parts  of  our  country  whore  there  is  substan- 
tial production  of  such  corunodity. 

Because  of  the  many  forms  in  which  the  product  of  the 
dairy  cow  is  placed  on  the  market  and  the  variation  in  net 
return  per  unit  of  commodity  dependent  upon  the  form  in  which 
It  is  marketed,  it  becomes  a  very  difficult  problem  to  so  ad^ 
just  production  and  distribution  as  to  be  equitable  to  all 
dairymen. 

The  higher  price  received  for  market  milk  is  an  incentive 
for  dairymen  more  remote  from  mojpket  centers  to  become  com- 
petitors in  those  markets  with  those  who  are  supplying  any 
given  market,  often  at  a  cut  prlco  wi^ich  can  have  but  one 
result  -  an  over- supply  in  the  market  with  a  continued  unsta- 
ble price  situation.    Aside  from  the  effect  com.petitlon  has 
on  any  given  market,  the  price  of  butter  is  the  chief  factor 
in  determining  the  price  of  market  milk.    Because  of  the  fact 
that  it  usually  commands  the  lowest  price  per  unit,  it:  is  the 
final  resting  place  of  our  surplus  production. 

When  that  surplus  reaches  such  an  ai-iiount  that  largo 
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quantities  li^^,'g  to  go  into  storage,  It  r^akes  no  difference  in 
what  part  of/  coiontry  it  nay  happen  to  he  produced,  because  of 
the  relationship  in  price  of  market  milk  to  butter,  it  in- 
evitably affects  the  price  of  market  milk  in  all  paints  of  the 
country.    Therefore  the  problem  of  control  of  surplus  becomes 
a  national  problem,  affecting  the  v/elfare  of  all  dairyyien  re- 
gardless of  v.'hero  they  may  happen  to  reside,  and  a  1  1  dairy- 
men v/ith  certain  exceptions  which  I  wi  11  mention  later,  should 
participate  in  varying  degrees  in  the  removal  of  the  surplus 
to  a  point  where  ^t  does  not  adversely  affect  the  price. 

May  we  discuss  for  a  moment  some  of  the  factors  that 
shovild  be  given  consideration  that  would  seem  to  justify  some 
modification  of  a  plan  of  uniform  reduction  of  prodiiction  on 
each  individual  farm  or  in  all  parts  of  the  country. 

Market  milk  is  a  bulky  prodtict.    Therefore  transporta- 
tion costs  are  high.    It  is  a  highly  perishable  food  product 
and  it  is  therefore  essential  that  it  reach  the  table  of  the 
consumer  as  promptly  as  possible. 

It  must  be  produced  under  sanitary  conditions  and  Board 
of  Health  inspection.    That  adds  materially  to  the  cost  of 
production.    Therefore  it  is  In  the  public  interest  that 
an  ample  supply  of  o.   high  quality  jjroduct  should  be  available 
at  all  times,  and  in  the  interest  of  economical  distribution 
it  should  come  from  an  area  as  near  the  point  of  consumption 
as  is  practicable,  and  the  area  should  be  no  larger  than  is 
necessary  to  insure  an  ample  supply  of  a  good  quality  pro~ 
duct  at  all  times.   And  in  my  opinion  no  market  milkshcd, 
as  normally  defined,  regardless  of  the  part  of  the  country 
it  may  happen  to  be  located,  should  be  expected  to  partici- 
pate in  any  control  program  to  an  extent  that  would  prevent 
its  meeting  the  production  requirements  I  have  Indicated, 
On  the  other  hand,  under  the  plan  proposed  ,  with  the  vddo 
latitude  as  to  the  time  v/hen  the  reduction  could  be  made 
and  the  variable  amount  of  reduction  permitted, if  such  a 
program  is  found  necessary  or  desirable,  it  might  be  that 
many  dairymen  living  in  areas  simdlar  to  our  own  could  co- 
operate in  such  a  program  to  their  own  personal  advantage, 
and  without  danger  of  loss  of  a  future  market,  either  for 
themselves  or  other  dairymen  within  the  area,  and  if  so,  as 
representatives  of  the  dalrj''  industry, they  should  lend  their 
full  cooperation  to  whatever  production  control  program' 
raiglit  be  approved  by  a  substantial  part  of  the  indu.stry. 

Production  control  in  its  broadest  sense,  as  I  under- 
stand it,  means  limitation  of  the  amount  of  any  given  com- 
modity that  may  be  produced  or  made  available  for  distribu- 
tion by  all  those  engaged  in  the  production  of  that  commodity 
in  the  entire  country  and  a  reasonable  allotment  of  such  pro- 
duction between  all  producers  of  such  commodity.    True  co- 
operation in  the  distribution  of  such  commodity  docs  not  moan 
to  mc  the  organization  of  groups  within  certain  areas  hinder 
cooperative  marketing  laws  to  compete  w3_  th  each  other.    To 
m.e  true  cooperation  means  the  existence  of  a  friendly  rela- 
tionship between  all  cooperatives  created  by  farm  folks  for 
the  more  economical  distribution  and  the  more  orderly  mar- 
keting of  any  given  commodity,  not  only  between  those  co- 
operatives operating  in  the  same  field,  but  between  all  co- 


oporativos  created  to  market  svcli  coinraodlty,  no  matter  In 
what  part  of  the  country  they  may  happen  to  be  located  or- 
what  may  he  their  normal  field  of  operation. 

As  an  illustration  of  the  lack  of  national  cooperation, 
may  1  call  to  your  attention  the  situation  with  respect  to 
the  marketing  of  citrus  fruits  produced  largely  in  California 
and  in  Florida,    In  California  v/c  find  strong  cooperatives 
embracing  a  largo  percentage  of  the  producers,  well  organized 
and  practicing  control  method:;  in  distribution,  v/hilo  Florida, 
loco  effectively- organized  and  v/lthout  control  of  distribution 
becomes  an  active  competitor  of  California  to  the  distinct 
disadvantage  of  producers  in  both  StatoG,  but  v/e  need  not  go 
to  California  or  Florida  to  find  other  simil.or  exainplo 
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I  need  not  review,  however,  all  that  has  happened  in  the 
cooperative  field  in  the  past  decade  right  here  in  our  midst. 
That  is  water  over  the  dam.    To  do  so  would  only  add  to  the 
present  unhappy  situation,  to  the  solution  of  which  v/e  should 
give  our  boat  efforts,    I  hesitate  to  predict  v;hat  the 
situation  might  be  at  the  present  time  hero  in  New  England 
with  respect  to  the  market  for  milk  if  it  were  not  for 
Federal  control.    It  is  certainly  not  to  our  credit  after 
at  least  a  decade  of  effort  and  the  loss  of  hundreds  of 
thousands,  if  not  millions, of  dollars  that  was  justly  due  us 
as  producers,  that  we  have  been  unable  to  develop  and  put 
into  operation  a  unified  marketing  program,  and  in  order  to 
make  possible  a  living  price  to  the  producer  we  have  been 
obliged  to  appeal  to  the  federal  government  for  assistance. 

The  fact  that  under  federal  control  the  producers  supply- 
ing the  Boston  market  receive^, according  to  announcement  of 
the  Administrator,  ];223,000  more  for  their  product  the  first 
half  of  May  than  thejr  received  during  the  same  period  last 
year  J,  is  an  indication  of  what  might  have  happened  in  previous 
years  had  the  dairy  industry  been  completely  organized.    It 
is  but  another  proof  of  the  disastrous  effects  of  intense 
competition  among  cooperative  groups,  which  in  my  opinion 
is  in  its  effect  upon  the  farmer  producer  one  of  the  most 
destructive  typos  of  competition  and  this  o.ppllcs  with  per- 
haps equal  emphasis  to  both  cooperative  marketing  and  pur- 
chasing organizations, 

Vifith  the  organization  of  the  A.A.A,  under  the  now  deal 
and  the  opportunity  for  the  development  of  a  unified  national 
progrojTi  for  the  restoration  of  the  agriculture  of  the  nation 
to  parity  mth  other  groups  there  are  indications  in  som.c 
quarters  of  a  revival  by  certain  influential  farm  leaders 
and  the  agricultural  press  of  that  old  enemy  to  the  effective 
organization  of  farmers  in  support  of  a  national  program  for 
agriculture  -  Sectionalism,   To  quote  from  a  recent  editorial 
"One  of  the  greatest  dangers  confronting  American  agriculture 
is  sectionalism.    The  now  deal  for  agriciilture  will  succeed 
or  fail  in  proportion  as  farmers  v/ork  together  toward  a 
common  objective.    No  program  of  national  planning  can 
succeed  if  agriculture  permits  itself  to  be  split  up  into 
v/arring  sectional  factions  -the  East  against  the  West  or 
the  North  against  the  South", 
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I  bollovc  this  statomcnt  to  be  absolutely  true,  and  during  my 
15  years  connection  virith  national  farm  organization  I  have 
given  the  best  that  I  had  to  contribute  in  ability,  energy 
and  vision  to  the  development  of  ujiified  thought  and  action 
in  the  building  of  a  national  program  for  agriculture »   Dur- 
ing this  period  great  progress  has  boon  made.    That  feeling 
so  prevalent  a  decade  or  more  ago  in  different  sections  of 
the  country  that  each  was  sufficient  unto  himself  and  that 
his  success  v;as.ln  no  "way  dependent  upon  the  success  of  others 
was  fast  disappearing.   More  and  more  as  each  came  to  a 
better  under strji ding  of  their  common  problems  did  all  groups 
realize  their  interdependence,  and  it  is  a  matter  of  deep 
concern  to  me  that  at  this  late  day  we   see  this  attempted 
revival  of  that  old  enemy  to  progress,  especially  as  it  seems 
to  manifest  itself  most  in  this  northeastern  section  of  our 
country . 

Agriculture  is  a  national  industry,  and  those  engaged 
in  it,  no  matter  in  what  part  of  this  great  country  they  may 
reside,  arc  entitled  to  a  reasonable  opportunity'"  to  earn  an 
honest  living.   No  single  group  of  farmers  residing  in  one 
section  of  the  country  can,  nor  should  they  expect  to  con- 
tinue to  prosper  off  the  misfortunes  of  others.    The  subject 
under  discussion  and  the  problem,  in  connection  with  it  is 
brought  about  largely  by  the  unhappy  situ.ation  in  which  the 
grain 'farm.cr  found  him.seli  due  to  the  extremely  lov/  price  of 
grain.    For  a  time  we  dairymen  of  Nov;  England  prospered  off 
his  misfortune.    Failing  to  meet  his  obligations  in  the 
production  of  grain  he  was  forced  to  do  som.ething  else,  and 
dairying  seemed  to  offer  som.e  hope  and  the  result  is  too 
Liany  cov;s  and  too  much  milk.    This  is  just  another  evidence 
of  the  interdependence  of  farm.crs  of  all  sections  upon  each 
other,  and  this  m_ight  v/ell  be  carried  to  the  further  con- 
clusion v/hich  has  been  deriionstrated  beyond  question,  the  de~ 
pendencc  of  Industry  upon  agriculture  if  v;e  are  to  have 
general  prosperity, 

V/e  cannot  restore  parity  to  agriculture  through  section- 
al controversy.    Success  can  be  achieved  only  throiigh  the 
cooperation  of  farmers  and  farm  leaders  frorii  all  sections  of 
the  ccujitry  In  support  of  a  coroEion  program,    \¥c  cannot  solve 
the  problems  facing  agriculture  by  calling  each  other  and  the 
administration  and  our  farm,  organizations  nam.es  at  long  range 
through  the  press  and  otherwise.   We  need  to  get  our  feet 
under  the  same  table  and  v/ith  open  minds  consider  the  problem.s 
of  all.   We  are  each  interested  in  the  success  of  all,  and 
may  I  appeal  to  you  as  leaders  of  cooperative  thought  and 
action,  in  NcwEngland  for  your  active  participation  in  the 
development  of  a  unified  program  for  Nev\r  England  agriculture 
on  such  a  high  plane  as  to  give  proper  consideration  and 
recognition  to  the  rights  and  interests  of  the  farm  people 
of  the  entire  nation.    Such  a  program  is,  I  believe,  essen- 
tial if  the  industry  is  to  miaintain  itself  on  a  standard 
that  is  acceptable  to  farm,  people  and  that  bears  a  proper 
relationship  to  the  standard  of  living  enjoyed  by  other 
groups . 

Recognizing  the  importance  ciid  influence  of  the  agrlcul- 
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tural  press  and  Ito  desire  to  protect  the  interests  of  agri- 
culture, nay  I  renew  an  appeal  r.:ado  by  rryself  in  an  addi^oss 
before  the  Massachusetts  Farr.i  Bxireau  more  than  six  years 
ago,  v/hon,  under  sonewhat  siriilar  conditions  the  farm  press 
took  a  similar  position  to  that  advocated  by  sorie  of  our 
leading  eastern  papers  at  the  present  tine.    The  scntii.iento 
expressed  at  that  tine  arc,  I  bollovc,  pertinent  today.   May 
I  re-state  then  at  this  tine, 

"Probably  the  nost  pov/erful  influence  in  directing 
thought  and  inoulding  public  opinion  is  the  press,  especially 
is  this  true  of  the  Agricultural  press  of  the  nation,    I 
regret  to  say,  too  often  v/e   see  editorial  and  nev/s  articles 
that  are  not  conducive  to  the  advanccnent  of  cooperation 
anong  farn  people,  too  often  such  articles  fail  to  take  into 
consideration  the  broader  aspects  of  the  question.    This 
situation  applies  to  no  one  scctlozi;   it  is  so  far  as  I 
knov/,  prevalent  among  the  Agricultural  press  alike  in  all 
sections  of  the  country,    I  an  not  ncntionlng  this  in  a 
spirit  of  criticisn  for  un.dou.btedly  in  nost  instances  the 
motive  behind  the  article  is  to  defend  the  interests  and 
protect  the  rights  of  the  farn  people  in  the  region  served 
by  the  periodical.    I  call  attention  to  this  in  a  spirit 
of  appeal  to  those  who  are  responsible  for  the  policies  of  ■ 
the  publications  to  cooperate  •  anong  thenselvos  and  use 
their  all  powerful  influence   in  an  effort  to  unify  the 
agricultural  thought  of  the  nation  rather  than  to  divide 
it  into  discordant  and  unconpromlsing  groups, 

"This  is  an  age  of  organization,  and  whether  v/e  like  it 
or  not,  to  successfully  maintain  ou.r  rightful  position  in 
the  life  of  the  Nation  we  nust  organize  as  other  groups  have 
on  a  nation-wide  basis  with  a  coonon  program," 

I  realize  I  have  perhaps  discussed  the  questions  con- 
fronting us  vifith  greater  frankness  than  you  nay  think  desir- 
able, and  ny  deep  concern  over  the  tendency  of  some  leaders 
to  tear  to  pieces  and  through  a  process  of  disintegration 
to  destroy  all  that  has  been  accomplished  tov/ard  bringing 
about  a  unified  prograj:i  for  Ancricanx  Agriculture, is  ny  excuse 
for  so  doing, 

I  yield  to  no  one,  however,  in  ny  desire  for  the  return  of 
permanent  prosperity  and  happiness  to  the  farn  people  of  Wev/ 
England,    I  firmly  believe  that  this  cannot  be  acconplished 
v/ithout 'giving  some  recognition  to  the  national  phases  of  the 
problem.    This  is  especio.lly  true  if  plans  for  Pi-od' action 
control  are  to  be  put  into  operation, 

I  have  said  a  great  responsibility  for  the  future  of 
Agriculture  rests  upon  the  Agri cultu.ral  press  of  the  nation. 
May  I  also  impress  upon  you  the  responsibility  resting  upon 
this  organization  under  whose  auspices  we  are  now  assembled. 
It  is  not  only  desirable  that  v/c  get  together  annually  and 
discuss  our  varied  problens,   I  believe  we  shoiild  do  nore 
than  this,    I  believe  a  responsibility  rests  upon  us 
through  connittces  or  othorv/isc  to  assist  in  developing  a 
unified  c ^■operative  program  for  New  England  that  nay  be 


coordinated  vn.th  slr.illar  programs  for  other  sections  of  our 
country  Into  a  unified  national  prograin, 

I  also  fool  that  an  equal  rooponslbillty  rests  upon  the 
general  fa.rr::  organisations,  and  as  an  official  representa- 
tive fron  Hew  Enr;land  of  one  such  organization,  I  an  v/illing 
to  accept  siich  responsibility  and  to  cooperate  in  every  way 
possible  to  bring  about  the  results  which  I  a:"i  sure  we  all 
desire. 

In  closing  r.:ay  I  leave  this  thought  \7ith  you.    In  the 
consideration  of  questions  vital  to  agriculture  nay  you 
disregard  as  far  as  possible  the  personal  elenent,  and  In 
your  actions  be  governed  by  your  best  judgi-.ient  as  to  what 
v;ould  be  best  for  the  industry  as  a  whole.    In  so  doing  v/e 
will  be  carrying  out  the  ccr.mand  of  Kin  who  said,  "Do  \into 
others  as  vou  would  that  they  should  do  unto  you," 


DISCUSSION 


I.'Ir,  Jannlng: 

I  think  that  t'ds  is  certainly  a  spondld  paper  that  Mr. 
Packard  read,    I  think  that  we  are  naking  a  good  headway 
in  this  fight  against  sectionalism.    This  is  the  third 
New  England-wide  nocting  which  I  have  attended  this  year  at 
which  I'liilk  v/as  discussed.   At  the  second  necting  soneone 
ventured  the  statenent  that  perhaps  Massachusetts  v/as  a  part 
of  New  England  and  he  got  away  v;ith  it,    I  think  perhaps 
in  25  or  30  years  New  Englcnd  will  bo  In  the  proper  ncod  to 
seek  adnittancc  to  the  Union.    I  hope  so. 


On  Friday  Morning  the  session  opened  v/lth  a  discussion 
of  "The  Possibilities  in  Teaching  Agricultural  Cooperation 
in  Secondary  Schools."    C,  B,   Gentry,  Director  of  Instruc- 
tion and  Dean  of  Division  of  Teacher  Training,  Connecticut  , 
Stj.te  College  ]_e,^  ^,-^.^1^  „  paper   on 

The  State  Suporvlosr's  Vicvv"polnt, 


About  cloven  years  ago  the  pupils  iii  the  vocational 
classes  In  agriculture  in  tho  New  Lil If  ord , Connecticut  High 
School  decided  to  forn  a  local  juvenile-  cncperatj.ve  selling 
association  to  narkct  the  eggs  produced  by  the  boys  in  their 
hoi-ie  projects.    New  Milford  Is  a  small  city  in  western 
Connecticut  and  caters  largely  to  farm-or  trade.    The  pre- 
vailing custom  at  that  tine  v;as  to  market  such  commodities 
as  eggs  and  poultry  in  trade  for  goods  sold  at  the  store. 
It  was  alleged  by  the  boys  that  the  ner chants  vrcre  taking 
advantage  of  this  situation  and  exploiting  both  the  farm.ers 
and  the  boys  in  the  purchase  of  their  eggs  and  poultry. 


Under  the  advice  and  guidance  of  the  teacher,  the  bojs 
studied  cooperative  organizations  of  different  types  and 
decided  what  features  to  Incorporate  in  their  own  cooperative, 
A  constitution  and  by-lay/s  were  adopted,  boy  officers  were 
elected  Including  a  president,  a  secretary-treasurer  and  an 
executive  comnlttee  which  v;as  also  the  sales  cornrdttee.    In 
the  beginning  eggs  v/erc  broiight  to  the  laboratory,  graded 
and  packed,  and  the  cases  of  eggs  were  delivered  to  the  rail- 
way station  iThbre  they  were  shipped  to  Bridgeport,    Later 
the  boys  who  produced  a  greater  volurie  of  eggs  pa.ckcd  then 
at  hone.    They  \7ere  subject  to  Inspection  by  the  sales 
coniiTdttec  before  being  riarketed  by  the  sales  cornrdttee  of 
the  cooperative.    The  by-laws  provided  that  [|./  a  dozen 
shoiild  be  retained  by  the  cooperative  to  pay  expenses  and  to 
furnish  the  nucleus  of  a  reserve  fund.    The  by-lav/s  provided 
also  that  a  percentage  of  the  reserve  fund  should  be  distrib** 
uted  annually  as  a  patronage  dividend  upon  vote  of  the  nenber- 
shlp.    The  boys  took  great  interest  in  the  study  of  the 
organization  of  cooperatives  and  in  the  organization  of  their 
own  association.    The  president  elected  was  a  junior  of  out- 
standing, .ability  and  leader shlpi   the  secretary- treasurer 
was  one  of  the  "good  fellow"  type,  proriinent  in  athletics 
and  popular  with  all  the  student  body.    The  sales  coinrilttee 
performed  its  duties  exceptionally  well,  and  the  prices  re- 
ceived for  eggs  in  Bridgeport  were  enough  better  than  the 
local  prices  so  that  the  boy  cooperative  showed  a  yqvj   sub- 
stantial r;:ojrgin  in  favor  of  the  cooperative,  which  nade 
everybody  happy. 

Soon  a  boy  nenber  noticed  an  advertiserient  in  a  New 
England  farn  paper  offering  to  purchase  eggs  at  a  price 
considerably  higher  than  the  sales  coiTunittee  v;as  receiving  in 
Bridgeport,   After  a  little  investigation  and  conf irration 
of  the  higher  price,  two  cases  of  eggs  \7cre  shipped  to  the 
Springfield  r.iarkct  and  the  dealer  was  billed  for  the  purchase. 
After  a  reasonable  tine,  the  dealer  was  reninded  that  he  had 
not  paid  his  bill,  and  thus  began  a  series  of  negotiations, 
the  ultlnate  result  of  which  was  that  the  dealer  never  did 
pay  for  the  eggs  received  and  the  boys  v;ere  out  two  cases 'of 
eggs.    They  credited  the  loss  of  the  money  to  experience. 
Previous   to  this  incident,  a  nuinbor  of  the  Denbers  had  been 
quite  critical  of  the  prices  v/hlch  the  sales  cor.r.ilttce  had 
been  able  to  net.   After  this  experience  and  after  the 
negotiations  had  been  carried  on  in  an  effort  to   collect 
for  some  six  months  including  negotiations  by  the  farn  paper, 
the  boys  were  less  critical  of  the  sales  connittee's  efforts 
in  their  behalf.  < 

As  the  end  of  the  fiscal  year  approached,  each  boy 
•  counted  hov;  much  he  was  ahead  tiirough  having  become  a  nenber 
of  the  cooperative  and  looked  forv/ard  to  the  liberal  patron- 
age dividend  which  was  to  be  his,    Sone  tv/o  or  three  weeks 
previous  to  the  annual  meeting  when  the  patronage  dividend 
was  to  be  declared,  it  wa.s  discovered  that  the  "good  fellov/" 
who  was  the  secretary- treasurer  had  not  been  too  conscientious 
in  keeping  his  books,  indeed  they  wore  so  nixed  up  that  an 
auditing  conjrdttee  was  not  able,  after  several  hours  of 
strenuous  labor,  to  straighten  then  out  in  order  to  tell  hov; 


riaiiy  dozcnc  of  cgv'3  each  boy  had  sold  throiish  the  cooperative 
during  the  year,      I  happened  to  be  fortunate  enough  to 
sit  in  the  back  of  the  roon  as  a  silent  spectator  during  the 
oiniual  rieeting,    I  have  never  observed  a  r.iore  earnest  or 
interested  discussion  than  occurred  during  the  two  and  a  half 
or  three  hours  that  the  annuo.l  no c ting  consuaned.   Each  boy 
had  his  say,  and  each  said  plenty  particularly  about  the 
Secretary- treasurer  and  his  book-keeping.    It  looked  to  no 
and  to  the  teacher  several  tir.cs  during  the  afternoon  as  if 
the  cooperative  venture  was  decidedly  on  the  rocks  and  that 
it  never  v;ould  survive  this  anniial  iiccting.    Finally  the 
president  arose  and  stated  that  everybody  seoned  to  have  had 
his  say  and  he  assuned  from  the  v/ay  they  talked  that  the 
cooioorativc  association  was  at  an  end,  but  for  his  part  he 
still  believed  in  cooperation  and  it  v/as  up  to  everybody  to 
decide  whether  they  v/ore  going  to  continue  or  to  liquidate. 
He  said  that  thoy  had  talked  long  enough  and  that  those  who 
i^itcnded  to  stay  by  the  organization  would  please  stand. 
To  iny  surprise,  in  the  light  of  the  discussion,  every  boy 
stood  up  in  response  to  tljis  challenge.    Some  riodifi cations 
were  riadc  in  the  constitution  md  by-laws,  a  secretary- 
treasurer  was  elected  who  was  nuch  loss  of  a  "good  fellow" 
but  much  nore  careful  in  his  figures  in  book-keeping,  the 
patronage  dividend  was  turned  over  to  the  athletic  associa- 
tion for  the  good  of  the  entire  school  cmd  the  organization 
was  on  its  v/ay  for  a  second  yeai""  of  service. 

Some  three  or  four  years  after  this,  a  sinilar  coopera- 
tive organization  was  oi'ganized  at  the  Ncwtov/n  High  School, 
At  first  this  was  merely  an  organization  for  grading  and 
packing  eggs  produced  by  the  boys  in  order  to  market  the 
vcvj   select  eggs  through  a  r.iorchant  catering  to  a  high-class 
trade  in  the  neighboring  city.   Later  a  constitution  and  by- 
laws v/ere  adopted  and  a  juvenile  cooperative  organized. 
The  eggs  were  graded  into  three  grades,-  those  weighing  23 
ounces  and  above,  those  weighing  20-23  ounces  and  a  cull 
grade  in  which  were  put  eggs  having  blood  spots,  cracks  and 
checks,  and  eggs  so  small  that  they  would  not  weigh  20  ounces 
to  the  dozen.    The  eggs  Vireiglalng  23  oionccs  and  above  were 
stamped  on  the  largo  end  with  a  rubber  stajiip.    These  were 
packed  in  pasteboard  cartons  holding  one  dozen  each  and  were 
sold  to  a  very  exclusive  grocer  in  Darien  for  the  top  vdiole- 
sale  price  as  reported  in  the  current  state  m.arkoting 
bulletin,    Tlais  grocer  agreed  to  take  all  the  eggs  the  class 
v/ould  produ.c  at  this  price  and  to  pay  cash  for  them  at  the 
end  of  the  month.    The  cartons  were  printed  in  a  vorj 
attractive  v/ay  and  after  the  first  few  weeks  the  class  was 
unable  to  supply  the  demand  for  these  eggs  even  at  a  consider- 
able premiiu:i.    The  20-23  ounce  eggs  were  packed  in  cases, 
were  not  stamped  and  were  sold  to  the  same  r^an  as  "Nev/laid 
Medium"  eggs.    The  blood  spot,  checked,  cracked,  smiall  eggs 
were  returned  to  the  boys  v/ho  produced  them.    During  Septem- 
ber and  early  October  about  3Mv^  v/cre  stamped  and  sold  in 
cartons,  about  3^^  wore  sold  in  crates,  and  the  remainder 
wore  returned  to  the  boys.    The  high  percentage  of  low- 
grade  eggs  was  due  to  the  fact  that  all  of  the  producing 
birds  Y/erc  pullets  and  to  the  fact  that  the  boys  in  this 
early  stage  cracked  an  unusually  large  number  of  eggs. 


//^ 


After  tiiG  niddlc  of  October  the  n-unbor  of  eggs  stamped  aiid 
sold  in  cnrtona  increaood  stcadil3r  v/cok  by  week.    It  reached 
as  high  as  82^  stamped  eggs  and  l^',t   eggs  sold  in  the  case. 
The  boys  used  out  of  school  tine  in  grading  and  packing  the 
eggs  after  the  first  two  v/eoks.    The  grocer  charged  the  con- 
sumer fron  ton  to  twelve  cents  a  dozen  norc  thoji  he  gave  the 
boyc  for  the  high-grade  eggs.    Everyone  seencd  v/cll  pleased 
with  the  arrangcncnt , 

I  have  described  this  case  in  detail  because  it  offers 
two  features  which  are  different  fror:  the  llev/  Milford  situa- 
tion, first,  the  eggs  arc  riorc   carefully  graded  and  the 
best  grade  is  sold  to  a  better  market,  and  second,  that  there 
is  a  local  adult  cooperative  dealing  in  eggs  in  Ilewtovj'n 
v/here  none  ciiistod  in  New  Milford  \mcn   the  other  cooperative 
was  fori'.icd,   A  nuribor  of  quostlons  arise  such  as: 

(1)  Would  it  not  have  been  better  for  the  boys  to  have  joined 
the  Connecticut  Egg  Producers'  Association,  a  local  adult  co- 
operative, rather  than  to  have  sot  up  a  sinall  school  coopera- 
tive of  this  type? 

(2)  Could  this  system  of  marketing  bo  indefinitely  expanded, 
for  exam.plc,  if  eight  of  the  bo^-c  of  the  class  v/ero  to  bc- 
comxO  fari.icrs  i/vith  1000  hens  each? 

(5)   If  each  man  could  and  would  do  this,  v/hat  effect  would 
this  have  upon  the  Connecticut  Egg  li'arketing  Association? 

(il)   Is  all  of  the  extra  tir.c  and  trouble  actually  paid  for, 
or  is  boy- time  underestimated  and  under- charged? 

(5)  Considering  the  fact  that  hundreds  of  Connecticut  farr.ers 
have  contacts  v/i  th  markets  simJ.lar  to  the  one  described  above, 
is  it  wise  to  teach  boys  to  m.arket  in  this  way  or  would  it  be 
sounder  practice  to  encourage  them  to  join  a  state-v/ide  or 
cominodity  cooperative  or  to  marlrct  in  some  other  way  such  as 
peddling  froi-n  door  to  door  or  on  a  roadside  stand? 

(6)  Should  other  methods  of  r.arketing  have  been  exerxplificd 
in  the  teaching? 

(7)  Would  it  pay  this  class  to  sell  broilers  in  the  sam.e 
way?   The  sai.ic  merchant  has  approached  them,  for  well-drossed, 
v/ell-fattenod  broilers  stam.ped  to  identify  the  agricultural 
class  as  the  producer, 

(8)  Does  the  fact  that  this  is  an  agricultural  class  give  it 
some  advertising  (sentimental)  prestige  in  the  market  that  a 
private  individual  would  not  have? 

(9)  V/ould  it  pay  this  group  to  purchase  feed  and  other  equip- 
rr.ont   cooperatively?   Many  of  these  are  as  yet  unanswered 
questions,  but  they  serve  to  emphasize  the  complexity  of  the 
problem,  particularly  the  problem  of  whether  wo  are  teaching' 
the  boys  to  do  the  right  thing  in  such  marketing  enterprises. 
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Four  or  five  years  ar^o  I  vlsitod  a  class  at  Woocroury, 
Connecticut^    It  was  just  before  tlic  local  rioetln.^  of  the 
Connecticut  Milk  Producers'  Association  in  which  the  co- 
opcratcrs  were  ozpoctcdto  sign,  or  refuse  to  sign,  contracts 
for  the  succcedinrT  year.    The  teacher  of  agriculture,  Mr, 
Clai'k,  was  directing  a  very  carefully  planned  and  cxccllcjit- 
ly  v/orkcd  out  lesson  based  upon  the  problem  of  whether 
farners  should  sign  or  should  not  sign  this  contract.    The 
cooperative  association,  at  the  request  of  the  teacher,  had 
furnished  enough  copies  of  the  contract  so  that  each  boy 
had  one  of  his  own.    It  was  studied  paragraph  by  paragraph 
so  that  the  conditions  v/cre  well  understood  by  the  boys. 
Vigorous,  if  not  violent,  debates  were  engaged  in  from  tine 
to  time  between  the  boys,  reflecting  not  only  their  interest 
but  evidence  that  the  same  probler.is  had  been  up  for  discus- 
sion at  hone.   The  teacher  wcii  not  entering  the  disciission 
to  any  great  extent  except  occa'aionallj^ to  stinulate  then  or 
to  lead  them  into  a  ncvr  line  of  thought.   Ho  made  little 
or  no  effort  to  settle  in  any  way,  certainly  not  in  any  final 
way,  the  many  problems  being  raised  \)j   the  boys.    The  whole 
procedure  was  on  a  vor/  high  ediicational  plane,    I  could  not 
detect  in  any  statement  that  the  teacher  made  any  effort  to 
promote  or  to  propagandize.   Every  question  was  open  for 
full  a.nd  frank,  sonetir.es  painfully  frank,  discussion.    At 
the  end  there  was  frequently  a  vote  with  more  often  than  not 
divided  opinion, 

I  was  told  by  the  teacher  that  thAs  lesson  centering 
upon  the  signing  of  the  milk  contract  had  occupied  the  larger 
part  of  throe  two-hoiir  sessions,    I  do  not  know  how  much 
more  time  it  occupied  after  I  left,   iinong  other  proposals 
that  year  was  a  proposal  to  reduce  the  number  of  districts 
and  the  n-ur.iber  of  district  representatives.    This  question 
was  debated  by  the  boys.    The  question  arose  as  to  who 
(v/hat  adult)  wotild  make  the  best  representative  for  the  en- 
larged district.    The  teacher  asked  the  question,   "\i<1iat 
should  be  the  characteristics  of  a  j.ian  who  could  most  effect- 
ively represent  the  Y/oodbury-Southbury  district?"  The 
characteristics  of  a  good  district  representative  were  listed 
on  the  board  by  the  teacher  as  the  boys  eniir.ierated  thcrx,    I 
have  hover  seen  a  better  list  or  one  which  if  followed  would 
be  calculated  to  secure  a  better  representative.    Character 
traits,  intelligence,  business  experience,  gumption,  co- 
operativeness,  prestige,  and  many  other  factors  car.e  in  for 
discussion  and  relative  consideration.    Soon  a  boy  su.ggcsted 
that  nomxinations  be  m.ade  and  that  they  have  an  election  v/lth- 
In  the  class.   This  looked  a  bit  dangerous,  but  three 
nominations  v/cre  m.ade  :  and.  .the  election  wn.£  carried  out. 
The  winner  in  the  class  subsequently  turned  out  to  be  the 
district  meeting's  choice  for  the  adult  cooperative.    The 
local  officers  of  the  district  meeting  very  kindly  consented 
to  have  Mr,  Clark's  class  present,  sitting  quietly  in  the 
back  of  the  room,  to  observe  the  proceedings  of  the  i-ieeting, 
I  v/as  not  present  at  this  m.ceting,  but  -ULidor stood  that  the 
class  had  a  further  profitable  discussion  based  upon  what 
they  had  seen  that  evening, 

I'Vhen  I  wa.s  supervisor  in  New  Jersey,  the  teacher  at 


Fcv/tov/n  condiictocl  a  class  in  v/liicli  the  problem  of  the  co- 
operative use  of  a  corn  planter,  was  introduced.    The  Yicvj- 
tG\'vn  corramity  produced  sorio  silage  corn  and  soric  corn  for 
grain.    The  topography,  character  of  soil  and  ariouiit  planted 
per  farn  docs  not  quite  justify  the  use  of  a  corn  planter  on 
each  farr.i,  and  yet  the  anoimt  planted  is  too  groat  to  nakc  it 
econoi.ilcal  not  to  have  one  ^   Sor.ic  ncnber  of  the  class 
sn.ggostcd  that  three  riicn  night  cooperatively  use  the  sane 
planter  if  they  could  agree  upon  an  equitable  basis  for  pur- 
chase and  use,    Tlio  teacher  suggested  that  the  class  atter.ipt 
to  •'^'itc  a  contract  for  the  cooperative  purchase  and  u-so  of 
a  corn  planter  by  three  farr.icrc,  ono  averaging  to  plant  20 
acres,  another  I5,  and  another  10  acres  per  year.    In  the 
attor.ipt  to  lYrite  this  contract,  siich  problcns  as  hov/  nuch 
each  should  pay  for  the  original  planter,  udiat  provision 
should  be  riade  for  storage,  v/hat  pi-ovlsion  for  priority  in 
use,  v/hat  provision  for  replacei.icnt  of  worn  parts,  what 
provision  for  roplaccricnt  of  parts  broken  in  accidents, 
what  provision  for  the  purchase  of  oil,  ariong  others,  cane 
up  for  consideration.    If  you  think  this  would  bo  an  easy 
contract  to  write,  try  it  sonetir'c.    The  boys  had  plenty  to 
think  about  in  thoprocoss  of  attacking  this  problen. 
After  a  fairly  satisfactory  contract  had  been  v/ritten,  it  v;as 
suggested  that  such  things  as  wire  stretchers,  crowbars, 
post  hole  diggers,  etc,,  etc.,  night  be  cooperatively  and 
econoLucally  purchased  and  used. 

These  four  exai:ples  o.re  typical  of  nuoh  teaching  of 
agricultu.ral  cooperation  V/iiich  is  being  done  in  secondary 
schools  in  the  United  States.    I  have  cited  these  exanplcs 
in  order  tliat  you  night  have  a  concrete  picture  of  what  is 
being  dono.    Unfortunately  no  surveys  have  been  nado  within 
the  last  year  or  tv;o  of  the  anount  and  character  of  this 
v/ork  in  vocational  dopartnonts  of  socondarjr  schools  in  the 
country,    I  an  confident  that  an  inci'easing  anount  of  such 
v;ork  is  being  done  each  year,    Dr,  Andrew  W,  McKay  i^iade  a 
survey  of  the  teaching  of  cooperation   .ff^ich  ho  presented 
in  a  paper  before  the  /u-iierican  Institute  of  Cooperation  and 
which  is  reported  in  Volune  I  of  the  I927  edition  of 
Al\SRIC/u^T  COOPERATION.    In  the  suxmor  of  1932,  I  gave  one  of 
the  credit  courses  in  the  teaching  of  cooperation  in  the 
University  of  Nov/  Hanpshire  held  in  connection  with  the 
.'jnorican  Institute  of  Cooperation.    In  partial  preparation 
for  tills  v/ork,  I  nade  a  survey  of  sone  of  the  practices  and 
procedures  in  the  teaching  of  cooperation  in  all  of  the 
states  of  the  Union,    The  replies  v/hich  I  received  to  ny 
two  qiiestiLonnaires  did  not  give  no  any  clear  picture  of  the 
anount  and  extent  of  the  teaching  of  cooperation  in  secondary 
schools,  but  nany  helpful  suggestions  wore  nade  by  the 
supei'visors   and  teachers  who  have  had  experience  in  conduct- 
ing the  wox'k  in  nore  than  half  of  the  states  of  the  Union, 
I  an  taking  the  liberty  to  include  a  few  selected  paragraphs 
fron  letters  received  in  connection  with  this  survey  in  an 
Appendix  to  this  paper,    I  shall  not  take  the  tine  to  read 
thcii,  but  vd  11  norciy  subnit  then  as  evidence  of  what  v;as 
being  done  two  yeo.r3  ago. 
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The  responacc  to  these  questionnaires  v/ould  indicate 
that  agriculttiral  cooperation  Is  being  very  effectively 
taug.it  in  connection  with  vocational  agricu.lturc  worlc  in 
many  parts  of  the  United  States,    UndoTibtcdly  the  teaching 
of  agricultural  cooperation  in  the  secondary  school  has 
groat  educative  values,   ^''Jlien  accompanied  by  the  proper 
amomit  and  kind  of  participation,  the  boys  are  likely  to 
loam  more  about  cooperation  through  becoming  mem.bcrs  of  aii 
adult  or  of  a  juvenile  cooperative  than  by  any  other  3;-icani5» 
I  think  that  you  v/ill  agree  with  r.:c  that  the  Hcv;  Milford 
boys  who  elected  the  "good  fellow"  as  secretary- treaciirer 
of  their  association  in  place  of  a  careful  conscientious 
student  will  not  rcpeo.t  this  error  again  v/hen  they  becoiie 
members  of  an  adult  cooperative.    Indeed  the  boys  in  this 
juvenile  cooperative  had  just  about  the  same  problems  and 
the  sai:ie  s^^ccesses  In  the  operation  of  their  organization 
that  adult  cooperatives  have  typically  had.    Poorly  chosen 
and  careless  officers,  inexperienced  sales  m.anagers  and  sales 
coix'.iittoes,  dishonest  dealers,  failure  to  keep  the  m.CT.iber- 
sliip  inform.ed  and  sympathetic  with  the  movement,  efforts  of 
outside  agencies  to  break  the  morale  of  the  m^embcrship  and 
to  induce  mem.bcrs  to  patronize  outside  organizations, 
troubles  in  securing  tmiform,  honest  and  well  graded  and 
packed  products,  and  finally  the  exhibition  of  essential 
loyalty  and  understanding  of  the  vrfiole  cooperative  movement 
and  of  res'olution  to  go  ahead  with  the  organization — all 
soimd  like  far.iliar  oxperioncos  of  adult  cooperatives. 
The  lessons  learned  thr'ough  such  experiences  and  the  vital 
study  which  tlie  boys  made  of  constitutions,  by-laws  and 
organization  of  adult  cooperatives  in  connection  with  organ- 
izing and  conducting  their  ovai  enterprises  are  certainly  of 
great  educative  value.    If  no  other  lessons  had  boon  learned 
except  lessons  of  holding  office,  conducting  meetings 
according  to  good  rjarliam.entary  practice  and  the  prlnolplo  of 
"one  man,  one  vote",  the  enterprise  would  have  been  v/or-ch- 
whilc. 

May  I  now  discuss  v/ith  you  som.e  of  the  larger  and  m.ore 
fundamental  iriplications  of  the  teaching  of  coop)eration, 
both  agricultural  cooperation  and  other  types  of  coopera- 
tion in  secondary  schools.    Cooperation  is  much  broader 
and  more  fundamental  than  has  been  Indicated  by  the  descrip- 
tion which  I  have  given  of  some  of  the  activities  of  boys 
in  the  organization  of  a  juvenile  cooperative  and  In  the 
study  of  adult  cooperative  marketing  organizations.   All  of 
our  adult  social  activities  arc  becoming  more  and  more  co- 
operative in  nature  .and  in  spirit.    Cooperation  is  a  point 
of  view,  an  ideal,  as  well  as  a  method  of  organij^atlon  for 
the  accompli sliiient  of  some  particular  service.   Without  the 
cooperative  ideals  and  cooperative  r^oihts  of  view  thorouglily 
habitu.ated  in  the  minds  and  activities  of  the  people,  coop- 
erative enterprises  of  all  kinds  will  always  be  in  trouble. 
The  title  of  my  paper  is  "The  Possibility  of  Teaching 
Agricultural  Cooperation  in  Secondary  Schools",   It  is  not 
merely  the  possibility  of  teaching  cooperation  in  vocational 
agriculture  classes  in  a  few  secondary  schools  v/iiero  such 
v;ork  is  organized,   A  sympathetic  under stcji ding  of 
cooperation  and  the  cooperative  movom.ent  is  Increasingly 


p.GCCiJsary  if  wc  y.rc  to  live  in  any  kind  of  nodorn  sociotys 

It  is  Jur.t  as  necessary  for  the  gonoral  public  including 

con^";iu.icr3  to  understand  and  appreciate  cooperation  o.nd 

cooporotlve  effort  as  it  is  for  the  nor.ibcrs  of  coorjcrativc 
organizations  to  do  so  , 

Tills  point  of  viev/  is  so  v/ull  ei.iphasiscd  in  sor.ic  work 
v.'ucliwas  dene-   by  a  cor'Haittco  of  the  /iXicrican  Institute 
of  Cooperation  i.ieeting  at  Durhar.,  Nov;  Hanpshire,  sur.ir.ier 
before  last,  that  I  an  going  to  qu.ote  freely  fron  the 
corr.iittco  1 3  dcllteratlons.    Dr.  A,  K,  Gctnan  of  Nov/  York 
State  v/as  chalrnan  of  this  cor:L;iittec  and  was  largely  re- 
sponsible for  giildlng  the  cortr.iitteo  in  the  discussion  of 
fundanontal  principles  and  alms  and  objectives,  in  addition^ 
to  the  concrete  illustrations  and  suggestions  for  procedure, 
I  had  the  hc^nor  of  being  secretary  of  the  coririittoc  and  Dr, 
Gctnan  and  I  were  jointly  responsible  for  writing  up  a 
report  of  the  cora.iittee' s  deliberations.    It  was  the  function 
of  tlic  cor:T3;;iittce  to  consider  the  "place  and  content  of  teach- 
ing  cooperation  in  the  public  schools,"    The  introduction 
to  oho  report,  \7ritt0n  by  Dr,  Get^.^an,  presented  the  follow- 
ing point  of  view;   "The  principles  of  cooperation  are 
demonstrated  in  all  organizations  and  groups  where  people 
work  together  for  a  Q.ov?j:.on   purpose.    Such  principles  are 
clearly  an  integral  part  of  all  types  of  education  designed 
to  train  persons  for  happy  and  useful  living  ,  ,  .  ,    In 
nornal  life  one  is  a  nenber  of  nany  groups  in  which  coopera- 
tion is  desirable:   the  state,  the  fanily,  labor  union, 
service  cliib,  coi'.irtcrcial  gi^'oup,  political  party,  church, 
fraternal  orgojiization,  and  the  like.    Frequently  there  is 
conflict  in  the  'cornxion  good'   of  the  several  grouj^s  of  vfliich 
one  is  a  inonber.    It  appears  that  loyalty  and  vigorous 
support  of  the  v/elfare  and  interests  of  one  group  nay  be 
contrary  to  the  v/elfare  of  a  different  group.    One  faces  the 
problen  of  dcter!;iining  what  the  coiiinion  good  really  is,  and 
how  he  shall  distribute  his  loyalties.  ,  ,  ,   Activities 
involving  cooperation  should  constitute  a  part  of  pupil 
experience  at  nany  points  in  the  curriculuia.    Perhaps  the 
field  of  social  studies  prosentr;  the  richest  opportuj-iity  for 
teaching  cooperation  to  the  genorrl  school  group.    In  this 

iThe  nenbcrship  of  the  coimnittoo  was  as  follov/s: 

A,  E,  Chanplln,  Director,  State  School  of  Agrlciilturo,  Alfred, 

Hew  York 

Fred  P.  Lorlng,  Instructor  in  Agriculture,  High  School,  . 

Presque  Isle,  Maine 

Androv;  W,  :'cKay,  PiOgional  Representative  Eastern  States, 

Federal  Fan-.;  Board,   I3OO  E  Street,  Washington,  D,  G, 

George  A.  Meigs,  Instructor,  Essex  County  Agriculture  School, 

Ha  thorne ,  i. ia s  s  , 

R,  H,  Millikcn,  Barrister  and  Coi:'nsel,  Saskatchcviran  Mieat  Pool 

Regina,  Canada 

Louis  H,  Mosoloy,  Agricultural  Instructor,  Agawan  High 

School,   Agav/an,  Mass, 

Anna  P.  K,  Stapler,  Dairynen's  League  Cooperative  Association, 

Kow  York  City 
(Continued  on  pageljl) 
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field,  pupil  activities  are  contorod.  about  social  and.  oconoi-ilc 
rclatioPxS  in  such  units  as  economic  citizensliip,  cconor.iic 
gGOgra.phy,  civics,  economics  an*!  historj'".    In  our  conplox 
modern  life  the  appropriate  presentation  of  these  subjects 
constitutes  one  of  the  most  di.f±"lcult  tasks  of  education. 
It  is  undoubtedly  also  our  major  cdi.icatlonal  responsibility, 
A  second  Important  field  of  study  in  which  cooperation 
activities  should  be  stressed  is  found  in  the  specialised 
vocational  courses j,  Including  training  in  agricultiire,  in- 
dustry, coix.iorcc  and  hone  cconoi.iics,    'The  profession  of 
cduca.tion  is  diligently  at  work  socking  objectives,  and  con- 
tent and  methods  of  teaching  adequate  to  moot  the  present  de- 
mands v/hich  society  is  making  upon  citizens  to  cooperate 
intelligently  and  effectively," 

As  a  result  of  the  conmittce's  deliberation,  the  follow- 
ing objectives  wore  outlined  and  discussed.    It  wns  the 
assumption  of  the  co.amitteo  that  these  objectives  might  be 
reached  not  through  the  teaching  o.f  cooperative  marketing 
or  any  other  spccio.lized  form  of  cooperation,  but  ra.thcr 
through  the  teaching  of  such  subjects  as  civics,  history, 
economics  and  other  social  studies.    The  objectives  in 
terms  of  pupil  ability  outlined  by  the  committee  arc  as 
follows: 

"(1)   ..'.billty  to  think,  fuel,  act  and  rea.ct  as  an 
intelligent   and  loyal  member  of  the  larger  social,  political 
and  economic  grouj)s, 

(2)    Ability  to  regard  m.eivbershlp  in  each  specialized 
group  as  .a  means  of  serving  the  larger  social  groLips  rather 
than  serving  merely  limited  or  selfish  ends  of  personal  or 
restricted  group  good  or  gain. 

(5)  Ability  to  sock  out  social  and  economic  facts 
and  to  forr^  sound  personal  judgments  regarding  the  corD::on 
v/elfare  of  the  various  groups  of  w.hich  one   is  a  member, 

(i^)    Ability  to  safeguard  and  protect  one's  self  from 
fallacies,  misrepresentations,  prejudice,  ci;iotional  control 
and  the  like  in  relation  to  political,  social  and  cconom.ic 
activities . 


John  yjliitiriiorc.  Instructor  in  Agriculture,  High  School, 
Raymond,  I'lew  Hampshire 

Arth-ur  P,  V/llliar.is,  Federal  Agciit  for  Agricultural  Education, 
Washington,  D,  C, 

R,  S.  Woostor,  Teacher,  Vermont  State  School  of  Agriculture, 
Randolph  Center,  Vermont 

C,  B,  Gentry,  Director  of  Instruction  and  Dean  of  the  Divi- 
sion of  Teacher-Training,  Connecticut  State  College,  Storrs, 
Connecticut  -  (Secretary) 

A,  K.  Getm_an,  Chief,  Agricultural  Education  Bureau,  State 
Education  Departi.ient,  Albany,  Aew  York  -  (Chairman) 

For  complete  report  of  the  cormiittee,  see  "Report  of  Round 
Tabic  Committee  on  Pl'^ce  and  Content  of  Teaching  Coepertltion 
in  the  Public  Schools",  .J.ffiRIC.'i;  COOPERATIOIT,  1932,  600, 
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(5)  Ability  to  knov'  one's  duty  and  rights  and  tlio 
duty  rjid  righto  of  others  in  rclc.tlon  to  harHonlzing  individ- 
ual n.nd  group  .action, 

(6)  Lhility  to  express  orally  or  in  v/riting  the  out- 
comes of  clear  thinking,  regarding  social  and  econonic  prob- 
lems . 

(7)  .'.hillty  and  v/illingness  to  so  conduct  one's  self 
in  cooperative  relations  tlirough  speaking  and  vrrlting  in 
order  that  opinions  and  convictions  nay  be  expressed  tactful- 
ly, synpath.etically,  and  that  an  attitude  of  friendly  and 
wholesome  desire  to  understand  controversial  issues  whenever 
conflicting  viev;  and  discordant  opinion  nay  interfere  v/ith 
the  connon  welfare  of  a  particular  group, 

(8)  Ability  to  study  t^ie  needs  and  activities  of 
groups,  through  first  hand  observation,  reading,  raid  group 
discussion,  and  to  formulate  appropriate  suggestions  regard- 
ing principles  and  policies  in  planning  group  action  and 
group  achi e voncnt s • 

(9)  Ability  and  willingness  to  select  leaders  on  the 
m.erits  of  loadcrshli)  capacity  rather  than  caprice  and 

t enpor ary  c tr at ogy , 

(10)  Ability  and  willingness  to  follow  the  great 
political,  social  cjad  economJ-C  leaders,  past  and  present, 
v/ho  have  demonstrated  their  superior  leadership  capacity, 

(11)  Ability  and  disposition  to  appreciate  the  present 
interdependence  of  man, the  vital  need  for  intelligent  co- 
operation in  living  the  good  life,  and  the  grov/ing  and 
imperative  dcm.and  for  sound  thinking,  feeling,  and  acting  on 
the  principle  of  the  'brotherhood  of  man,' 

(12)  Ability  to  gain  a  proportioned  appreciation  of 
the  environment,  imj:icdiatc  and  remote,  in  which  one  lives  as 
being  constituted  of  vast  personal  and  impersonal  forces 
v/hich  often  baffle  human  intelligence.    Also  the  ability  to 
understand  the  subtle  and  complex  relations  wMch  exist  be- 
tv/een  scientific  facts  regarding  nature,  our  expanding 
knowledge  of  social  and  economic  trends,  and  the  coi^mon 
V7clfare  of  man  living  under  dem.ocratlc  self-government  and 
actuated  by  increasingly  high  standards  of  ideals  and 
aspirations ," 

You  will  sec  from  this  enuiaeration  of  objectives  of  the 
teaching  of  coox^cration  in  secondary  schools  that  the 
committee  had  in  mind  something  much  broader  and  more  funda- 
mental than  the  teaching  of  a  narrow  pharso   of  the  work  such 
as  the  marketing  of  a  particular  product.    It  is  interest- 
ing to  note  that  this  is  also  the  point  of  viev/  taken  by  the 
teachers  and  administrators  in  the  schools  in  Denmark  where 
cooperation  is  said  to  be  more  successful  than  in  any  other 
part  of  the  world.   Dr.  H,  0,  Larsen,  Professor  of  Agri- 
cultural Economics  at  the  Royal  Agricultural  College, 
Copenliagen,  Dcnm.ark,  speaMng  on  the  topic  "Dairy  Cooperation 


In  DoiU.iark"  at  tlie  Anoricmi  Institute  of  Coo;,'Cration,  1925^ 
states : 

"First,  I  wpnt  to  call,  attention  to  tlie  fact  that 
Dcmnarl:  is  one  of  the  first  European  countrf.es  to  have  a 
really  free  constitution  (l8I^9)^  caid  in  connection  with  this, 
a  rather  independent  freedon  in  the  govoriiriont  of  the  local 
coumunitios,  which  has  {riven  the  rural  population  an  excel- 
lent training  in  self-goverunent,  and  pronoted  a  sou.nd  and 
rapid  development  of  cooperative  organization  and  leadershii;, 

"Second,  I  vant  to  mention  the  groat  infliionce  which 
the  free  Danish  folk  higli  schools  and  agricultural  schools 
have  ho.d  on  the  general  education  of  our  farr.i  population 
in  the  last  two  generations.   .xftcr  the  unhappy  Gerr.ian  war 
in  l861|.,  these  schools  developed  very  rapidly,  first  the 
folk  high  schools  and  later  the  agricultiiral  schools,  so 
that  a  large  nujnher  of  farmers'  s-.jhs  and  daughters  coiild 
to.ke  part  in  the  free  fcrraof  teaching,  education  and 
character  hullding  v/hich  is  characteristic  of  these  schools 
and  which  have  influenced  the  cooperative  novci:icnt  in 
Denmark  vci^y  much.    This  influence  is  perhaps  a  little 
difficult  to  explain.    The  schools  have  not  "been  teaching 
cooperation,  but  the  spirit  of  their  teaching  has  really 
made  the  people  bettor  cooperators;   and  it  is  not  too  much 
to  say  that  practically  all  the  leading  men  in  our  local 
cooperative  societies  ho.vc  beenpupils  of  tliof'e  schools,  very 
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ften  gottin,;  tliclr  first  initiation  there' 


This  viewpoint  is  also  expressed  hj   Mr,  C,  L,  Christenscn, 
who  had  charge  until  recently  ci    the  Division  of  Agric\i.ltural 
Cooperation  in  the  Bureau  of  Agricultural  Economics  of  the 
United  States  Department  of  Agricnltirre,  in  a  paper  entitled 
"Kov/  the  Df'.nes  Parm  and  Cooper; 


T^o" 


"students  of  Danish  agriculture  and  cooperation  are  all 
agreed  that  Deni-iark''' s  agricultural  progress  and  the  coopera- 
tive novcm.ont  owe  their  rapid  growth  to  the  People's  High 
Schools,    This  form  of  education  has  given  groat  aid  to  the 
economic  and  political  m.ovement  since  the  i.iiddle  of  the  last 
century.    These  schools  brought  the  suspicious,  individual- 
istic countrj-  people  together  iii  a  homelike  atmosphere  where 
they  came  to  Icnow  each  other.    Their  mind-i  were  opened  to 
new  worlds  outside  tlieir  experience.    Their  imaginations 
were  stirred  and  at  the  sam.e  tim.e  they  wore  helped  to  an 
appreciation  of  what  is  best  in  life;   integrity,  loyalty, 
service,  the  good  of  the  I'lany  abo'vo  the  virlll  of  the  individ- 
ual"  all  of  Yi-'Iiich,  I  believe^  are  esaentio.l  to  the  success 
of  the  cooperative  r.iovement,"  ^ 

In  another   paper  entitled  "Rural  E^qiacation  in  Dcnnar]:",  Mr, 
Christenscn  states: 

"The  schools  have  pointed  the  way.    Today,  the  Danes 
as  a  nation  stand  en  the  highest  level  of  education  reached 
by  any  nation.    The  Danish  farr.iors  as  a  class  are  undoubt- 
edly the  best  inferm.ed  group  of  agricultural  people  o)i  the 

2  Christenscn,  C.L^  "How  tlic  Dginoc  Farm  a  nd  Cooperate", 

;j.!EiiIC.;N  OJ-OPER..TIOK,  I:   1925,  102, 
•^Larson,  D.O,  "Dali-v  Cooperation  in  D  nmark  ",  AI.ffiRICAN  COOP- 
er;.tion  ,11:  1925,  [i  8  , 
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face  of  toe  globe, 

"In  olclcn  days,  "back  in  the  17th  centiiry,  the  upper 
clcisacrj  had.  f^ood.  Gchoolln.'^;,  Inc].ur''.ln2  the  landlords.    But 
the  pcasr.ntc  had  very  r.iea,'<;rc  school  facilities.    In  the 
18th  century  It  is  estimated  8  p.cr  cent  of  the  rural  people 
and  ]|0  per  cent  of  the  tovm.  and  city  people  could  neither 
write  nor  read.    Today,  less  thcji  one-tenth  of  one  per  cent 
of  all  people  p.rc  illiterate,"! 

Ihe  conrdttoo  in  Durhan  two  suixicrs  ago,  in  addition  to 
outlining  the  alns  of  the  cooperative  movcnent  as  taught  in 
the  puhllc  schools,  cni.mciated  soric  general  principles 
\7hich  ought  to  guide  us  in  the  condp.ct  of  the  xvork.    These 
principles  are; 

"(1)   The  ability  ta  cooperate  intelligently  and  effect- 
ively with  others  in  desirable  v/a,vs  Is  developed  chiefly  by 
providing  opportunities  for  pup"' Is  to  actually  cooperate  in 
cs.rrying  forward  activities  and  projects  v^hichare  socially 
and  econorilcally  worthwhile  to  ther.1  here  and  now, 

(2)   in  teacjiing  the  abilities  outlined  above  we 
should  understand  that  back  of  all  social,  political  and 
ccononic  action  and  reaction  there  must  bo;   (a)right 
attitudes,  appreciations,  desires  and  ideals,  and  (b)  ade- 
quate knov/ledgc  of  tiic  forces,  influences,  novenonts,  rela- 
tions, causes,  facts,  consequcjices  and  policies  vdaich  explain 
present  or  desirable  group  action, 

(5)   Groneral  principles  of  cooperation  vail  be  fornulat- 
cd   on  the  basis  of  concrete  experience  accuriulated  by  pupils 
as  tliey  progress  through  the  sequence  of  school  studios, 
and  not  at  a  particular  tine  or  in  c  onnection  v;  ith  any 
spccia.1  subject.    Generalizations  may  be  reached  by  pupils 
tlirough  r.:r''"'y  experiences,  especially  in  reference  to  prob- 
Icn  solving  in  social  and  econo:'.:ac  case  studies,   'whenever 
generalizations  have  'been  raadc  by  pupils  tliey  should  be 
furt^ier  utilized  in  interpreting  nev/  and  changing  social  snd 
econonic  situations  in  vhlch  cooperative  activity  is  a  L:ajor 
factor, 

(Ij.)    Since  the  facts  of  eonoriic,  political  cn.d  social 
welfare  are  needed  by  all  persons  in  normal  life,  pupil 
activities  in  v/hich  cooperative  action  and  reaction  are  en- 
Ci:)urs.gcd,  should  beconc  a  part  of  the  general  training  of  all 
citizens.    Such  activities  should  be  so  selected   that 
pupil  experience  ray  be  graded  to  the  end  that  they  r.iay  grow 
in  ability  to  think  clearly  concerning  decisions  vlii  ch  must 
bo  nade  in  the  interrelations  of  group  a.ction,  to  feel 
courageously  in  relation  to  the  discharge  of  resp'onsibillties . 
and  to  act  vigorously  and  decisively  to  s.chieve  worthy  group 

purposes  especially  in  relation  to  harnonislng  the  interests 
end  welfare  of  specialized  groups  vd  th  the  interests  and 
welfare  of  the  larger  social  and  ccononic  unit," 


C^-^ri  te-'-^on^  C.  L,.   "Rural  Education  in  Dcnnark", 

.r'ERicIif  GJoraiL.Tio:',  i;     1925,  186. 
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Before  outlining;  in  some  dotrJ.!  Gii.ggcstlons  for  the  teaching 
of  agrlcultiirr.l  coopcrp.tlon  in  connection  v/ith  voccitional 
cgrlculture,  vocritlonc.l  hoi::c  cconoracs,  and  other  specialized 
units  of  instruction,  the  coj.r.iittce  added  the  follomnr-  very 
sirnlf leant  prlr'ciptc  "ii''i  warning; 

"(5)   Specific  abilities  necessary  to  the  effective  co- 
operat?.on  of  specialized  groups  should  be  r.iado  an  inportant 
airi  of  vocational  training  in  order  to  equip  porsp:'\r.   to 
meet  adequately  the  increasingly  conple"  probleris  an;l  con'll- 
tlons  in  the  cooperative  buying  and  selling  of  supplies  and 
products  among  farriers,  cooperation   "to  pronote  business  wel- 
fare in  chai:!bers  of  coirnnerce  and  similar  groups,  coopera- 
tion for  j:iutual  benefit  in  trade  gL\ilds,  unions  and  associa- 
tions, cooperation  in  industry  to  so.feguard  capital  and  to 
provide  continuous  ci:iploy?'icnt  under  wholesone  v/orking  condi- 
tions and  the  like.    It  is  inpcratlvc,  however,  in  teaching 
such  specialized  abilities  to  safeguard  the  interests  and 
welfare  of  the  larger  social  and  ccononic  imits  of  society. 
At  all  tines  and  in  all  places  extreme  caution  should  be 
exercised  in  presenting  content  of  teaching  that  nay  be 
characterized  as  propaganda  for  a  specialised  group  ^'^^  the 
expense  of  the  larger  social  units,  or  that  na^-  be  construed 
as  prejudicing  pupils  against  the  notives  and  actions  of 
coripoting  groups.    Social  and  ccononic  fact  finding,  sound 
judgnent  fornlng,  and  high  Ideals  and  aspirations  for  the 
Conxion  good  shoull  constitu.tc  basic  clonents  in  teaching 
cooperation  in  all  typos  of  specialized  groups," 

The  point  of  view  is  tho.t  a  teacher  Is  a.  public  servant  who 
must  see  the  larger  social  Inplications  of  \wl.iat  he  teaches 
and  nust  not  boconc  a  party  to  the  propagandizing  or  pro- 
notional  endeavors  of  any  particular  group  or  class.    This 
sane  idea  ha.s  been  expressed  clearly  by  Mr,  J,  H,  Pearson 
of  the  Federal  Board  for  Vocational  Education  in  a  paper 
before  the  ij-.ierican  Institute  of  Cooperation  inl951  entitled 
"Relations  of  Cooperatives   a^id  Snlth-Hughes  "Yorkers": 

"Our  function,  as  educators.  Is  to  bring  facts  to  the 
boys  and  the  adult  farners  in  oiir  connxmity,  and  to  present 
those  facts  in  such  a  way  that  they  can  nako  their  G\nx 
decisions  about  any  cooperative  novcnont.    It  is  not  our 
function  to  go  out  and  take  sides  and  tell  the  farr.'.cr  that 
he  should  do  this  or  that,"-^ 

The  sane  point  of  view  is  e::prcsscd  by  Mr,  V/.  P,  Board, State 
Supervisor  of  Agricultural  Education,  South  Dakota,  speclclng 
at-  the  sane  Institute  on  the  subject,  "Teaching  Cooperation 
in  South  Dakota": 

"It  }:iust  further  be  kept  in  nind  that  the  job  of  the 
teaciicr  of  agriculture  is  prlr.:arily  educational  and  not  one 
for  pronoting,  organizing  or  propagandizing.    Cooperative 


Pearson,  J.K,   "Relations  of  Coov.cratives  and  Snith-Hu;; 
Workers",  .;:!ERIC;dT  COOPERATIOil,  l':   1951,  10[|.. 
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vrorkci's  have  IcinJly  recognized  t.'iie  linltation  of  our  v;ork. 
An  oxccptlon  to  tlie  rule  nlglit  bo  the  case  in  vdiich  the 
farn  orcani2;ations  of  the  coni-.iunlty  ask  a  teacher  to  hold 
an  ovcninc  school  on  cooperative  Liarketinr,   As  an  outcone 
of  such  an  evenin.'^  school,  a  cooperative  nay  develop.    In 
this  case,  of  course,  the  apricuitu.ral  teacher  ni^ht  he 
looked  upon  as  a  pronotcr,  but  unless  he  took  an  active  part 
in  organization  ho  could  not  bo  so  considered.    Ordinarily, 
pror.:otional  and  orr;anization  work  in  cooperative  narketlng 
is  not  the  function  of  the  teacher.    This  statement  does 
not  apply  t.;  those  ori^anizations  set  up  in  connection  with 
tiic  claJ.'s  or  proup  for  educational  purposes  or  to  those 
set  up  in  a  c ODUuuni ty  to  supply  a  service  to  farr.iers," 

Dr,  Ray  B'lfe,  State  Supervisor  of  Vocational  Eciucatlon,  Ohio, 
in  a  paper  e}-:.titleci  "Cooperfition  between  Schools  and  Llarkct- 
in;2i  Or 2ani  z at i  on  s  "  s  t at  o  s : 

"...  The  priij.clpal  obli.pation  of  ony  teacher  in  his  relation 
to  the  r.iarketin,3  i.iove'^iont  is,  of  cou.rsc,  educational.   He 
should  not  be  expected  to  act  as  an  agent  for  cooperatives, 
nor  should  he  accept  eloctioii  as  an  official  in  a  coopera- 
tive organization.    By  so  doing  he  nay  lessen  his  effective- 
ness educationally  and  ho  retards  the  doveloprient  of  lay 
leadership  3.n  the  cor.um.mlty,"'^ 

In  conclusion  I  would  say  that  it  is  not  only  possible, 
but  hi.fjhly  desirable  that  cooperatf.on  in  agriculture  as  well 
as  in  other  social  situations  should  be  taught  in  the  juiblic 
3eco?idary  scliools.    Our  entire  social  systcri  is  a  gigantic 
cooperative  social  endeavor,    I.luch  of  it  is  carried  on 
through  the  cooperative  agency  th^.t  we  call  "governinent", 
through  v/hich  wo  provide  cooi)erativcly  such  things  as  roads, 
schools,  police  protection,  and  courts  of  justice.    Children 
grovdng  i.ip  in  the  public  schools  should  appreciate  the  vj-idor 
irrpllcations  and  ideals  of  cooperation  as  well  as  sor.ie  of  the 
more  si-iccific  prograins  of  cooperative  endeavor  o'rganizod  to 
meet  the  needs  of  special  groups.    It  is  tlie  function  of  a 
Dchool  to  educate  in  t?ie  'best  sense  of  that  tern,  not  to 
pronoto  anl  i-ropagandize,   \7c  nust,  therefore,  be  very 
cautious  in  the  introduction  of  content  and  in  our  ncthods 
of  instruction.    Children  i.w.st  bo  taught  to  think  for  then- 
selves,  the  truth  nust  be  presentc;"'  as  clearly  and  impartial- 
ly as  possible,  and  t]ion  the  pco^'lc,  including  the  children  , 
nust  nake  their  ovm  decisions,    Ii:  line  with  these  princi- 
ples, schools  vail  appreciate  the  sy/npathotlc  interest  and 
help  of  any  cooperative  agency,  such  as  agricultural  coopera- 
tives, in  providing  points  of  view  and  facts  w-hich  na.y  be 
used  in  their  educational  cndoavoi's. 


■=» —.-»__ , _—————.—— H — — , — ^-— _ — 
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Two  ojil   ono-hc.lf  years  arc   ^'fiicn   I  v/as  ^Tcoarr.n;;  to   ^:lve 
a  course  In  the  Unlvorcity  of  ITo'T  EampGhirc  on  the  Toaohinrj 
of  Cooi^cratlvc  Marketing,  I  naclc  a  lir.iitod  survey  of  tlic 
teaching  of  cooperative  riarkotlii^-;  In  the  lil£-;h  scIiooIg  in  the 
United  StateCc    I  rcceivecl  replleG  frori  al:.:oct  all  of  the 
states  of  the  Union,    Below  I  ain  includin,';-  a  fcv/  para./i^aphs 
soleotod  fror:  letters  rccolvocl  in  reply  to  r,vr   inqu-iryj    I 
an  sorry  to  present  naterial  which  is  tvio  years  old,  >ut  I 
did  not  have  tir.ie  to  repeat  this  l-'.vs  loy   in  the  jrocoss  of 
writing"  the  ahovc  paper « 

"Answei'ln,p  your  inquiry  concerninr;  our  pro-'3rar.;  for 
teaching  narhetinr:  in  our  vocational  schools,  will  say 
that  every  Instructor  includes  as  an  int^vral  part  of  each 
of  his  courses  the  "larhetinr^  of  bl.  c  farr.  coni::Odity  stu.died,, 
both  ^n  private  riarhctln^  and  by  ccoporativc  :;arl:ctln:;;3 
x-^t   the  present  tine  wo  are  onj.:loyi!  np:  3peci..\li£ts  in  narkct" 
inr;;  to  ncet  evening;  scho  "j1  classes  of  adult  f amors,  one 
specialist  to  teach  cotton  2 radinr  and  nar]cctin(3  and  another, 
poultry  and  cg^  narketinr;," 

E.Ijc  MatthCY/,  State  Director  of 
Vocational  Education, 
Arkansas,  Fcbo  16,  1952. 


"Your  big  difficulty  in  teachin'j  coopcrrtive  narkctin.-^, 
elt]ier  as  nethods  to  teachers  or  to  farr.crs,  is  that  in  too 
nany  instances  neither  group  has  enough  parti cipatln;';  ex- 
periences and  the  burden  of  the  infornation  and  presentation 
falls  back  onto  the  instructor,    1  believe  this  naterial  of 
Robin  Hood's  is  one  of  the  nost  practical  and  satisfactory 
outlines  on  the  subject," 

L,  K,  Davics,  State  Supcrviscr 
of  ;.prlcultural  Education, 
Colorado.  Dec.  2},    193I 

"In  nany  respects,  the  best  job  that  is  beinr  done  in 
Iowa  is  beinr  done  at  our  practice  school  at  Iowa  Palls  by 
Kr .  Paul  I,  Barker,   His  outstandin.™  piece  of  v/ork  has 
boon  the  dovelopnent  of  a  Duroc  Jersey  brooders  association 
v/liich  does  a  lot  of  cooperative  buying  and  selling,  includ- 
ing an  annual  sale  of  their  surplus  breeding  stock  each  year. 
He  has  also  carried  on  a  study  of  t]ieir  local  narkcting 
facilities  fcllovd.ng  a  plan  very  si-.ilar  to  that  advocated 
by  ivir.  Bab  cock  a.t  our  nee  ting  at  New  York,    This  has  been  a 
project  of  his  aoniora  for  the  past  three  years, 

I.Ir,  A,  B,  Kirk  at  Vinton  has  devclopo  1  a  nu!:.ber  of  co- 
operative projects  v;ith  his  boys,    l.iv ,   Harry  Storey  at 
Fairfield  has  had  a  cooperative  breeding  and  narketing  pro- 
ject vd.th  hogs  closely  resenbling  Mr,  Barker's  iiroject, 
Mr,  Floyd  S.  Parks  o.t  Lanoni  has  been  active  in  narkcting 
affairs  in  his  coni-.iunity,   Mr.  R,  S,  /jrisberry  at  Oneida 
has  worked  vd.ththe  nenbers  of  his  evening  scliool  class  in 
the  organization  of  a  lo-cal  concentration  point  for  the 
shipping  of  hogsj   I  do  not  know  how  sound  his  procedu.re 
nay  have  been." 

H.  M,  Hanlin,  Voc.  Educatio-.  Dopt,, 
Iowa  State  College,  low-a.  Dec,  21,1951 
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"They  observed,  that  a  roacLsiclc  stand  in  the  vicinity 
of  the  school  appeared  to  have  been  profitable,  that  t]ic 
roadside  stand  incthods  and  oquipp.ont  varied  through  the 
coujity,  and  that  there  would  bo  an  opportunity  to  sec  things 
fron  tho  inside,  and  probably  an  opportunity  to  make  a  profit 
if  the  association  wore  to  buy  the  roadside  stand,  kiovc  it 
across  the  turnpike  to  tho  school  side,  and  operate  it  as  an 
assoclo.tion  enterprise ,    They  were  assisted  in  their  budgets 
inc  of  this  project  by  tho  fact  that  a  graduate  and  an  in- 
structor had  operated  the  stand  in  recent  years,  and  they 
could  got  dependable  figures  on  volume  of  sales  and  the  like 
for  budgeting  purposes.    They  got  a  price  on  the  property. 
They  got  estir.iates  on  moving,  certain  proposed  inprovcnents 
and  tho  like.    They  Arranged  for  use  of  land  on  the  school 
promises,  arid  got  approval  of  tho  enterprise  from  the  school 
authorities.    This  project  has  devolopod  about  as  well  as 
expected  in  spite  of  sharp  competitio?i  and  depression  prices. 


"One  of  our  ordinary  Iiigh  school  dcpartricnto,  V/pct 
Springfield,  a  year  or  more  ago  discovered  th"t  some  of  the 
boys  ha  7-  more  eggs  tho.n  they  had  cixstomcrs,  ojid  some  m.ore 
customers  than  they  had  eggs.    They  decided  that  it  would 
bo  to  their  common  advantage  to  pool  their  products,  grade, 
and  pack  carefully,  and  sell  under  tlic  State  label. 
Accordingly  they  made  up  a  little  association  for  this 
purpose,  budgctod  the  project,  including,  of  course,  price 
of  speciall;?  printed  cartons  and  other  advertising.    The 
project  gave  valuable  experience  in  cooperation  and  division 
of  labor  in  marketing.    So  succossfiil  was  it,  that  the  boys 
have  recently  ordered  a  thousand  m^oro  cartons  vath  the  State 
Department  label  for  the  current  year. 


"My  doctrine  has  boon  that  v/herevor  possible  our  boys 
should  bo  schooled  in  the  real  m.arketing  experiences  of 
farm.ers  v/ho  are  v/ or  king  together  for  their  own  benefit. 
Steps  in  this  direction  have  been  establishing  satisfactory 
experiences   in  combined  buying, 

(1)  In  increasing  numbers  our  boj'-s  are  buying  with  other 
farm.ers  open  formular  brands  of  "food  and  the  like  from  the 
Eastern  States  Parm_ers  Exchange, 

(2)  Ouj?  Dartm.outh  AgricultLiral  Department  instructor  v/as 
tho  first  to  induce  the  Manager  of  the  Massachusetts  Farm 
Bureau  Podcration  to  extend  a  membership  in  this  association 
with  all  its  pooled  buying 'privileges  to  his  agricultural 
departmcrt  boys  as  a  group,   A  few  days  ago  the  instructor 
in  diargc  of  our  Hanover  Agricultural  Departm.ont  reported 
that  his  boys  had  obtained  a  similar  membership.   The 
membership  fee  for  an  individual  fan.icr  entitling  him  to  all 
of  the  rcdiiccd  price  offerings  of  the  Farm  Bureau  Federation 
(on  automobile  tires,  spray  materials,  fertilizer,  insurance 
and  the  like)  is  05»OO»    Po^  the  $5*00  member sMp  fee  the 
entire  group  of  boys  in  each  of  these  agricultural  depart- 
ments and  their  fathers  arc  in  a  position  to  benefit  from 
these  savings. 
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Our  laojjc,  of  courcc,  1g  that  tzatlcfjlnr   experiences  in  work- 
Inr;  with  others  in  'buyinQ;  may  be  a  step  toward  Gir:ilar 
satisfying  cxpcricnccc  working  v/ith  others  in  selling j 
though  of  course  neither  the  Eastern  States  Pariicrs  Exchange 
nor  the  Federation  of  Farm  Bureaue  is  a  cooperative  soiling 
organization  for  produce  gr ovm  on  Massachusetts  farns," 

Rufus  VI.    Stinson,  Supervisor  of 
Agricultural  Editcation,  Massachusetts, 
Docei.iber  51,  1931. 

"During  the  past  j^car  I  worked  out  nj   doctor's  degree 
at  Cornell  and  wrote  ray  thesis  on  "A  Propbced  Basis  for  the 
Teaching  of  Agricultural  Econorics  and  Parr.i  Management  in 
Missouri",   V.hlle  raking  this  study  I  read  all  publications 
pertaining  to  this  field  of  thought,  selected  outstanding 
pi-oblcLis  and  had  then  evaluated  by  c  orn  belt  cconor.ilsts, 
tcaciicrs  of  vocational  agriculture  in  Missouri,  and  fariucrs. 
On  the  basis  of  results  obtained,  I  listed  my  problcns  in 
order  of  their  importance  as  teaching  problems.    This  was 
done  v/ith  each  of  the  i:ajor  enterprises.    My  thesis  dealt 
prii^iarily  with  price  rolatlonshipc  and  very  little  with 
cooperative  marketing  as  such,    I  was  surprised  to  find 
that  the  corn  belt  economists  ranL'od  cooperative  m.arketing 
problems   comparatively  low  contrasted  v/ith  other  economic 
problems ." 

G,  J,  Dippold,  Asst,  Professor  of 
Agric^iltural  Education 
MissoTiri.  Dccanber  31^  1931 

"There  is  one  school  in  wM ch  the  students  are  market- 
ing their  products  cooperatively  a  nd  v/hich  is  furnishing  an 
excellent  means  of  teaching  the  principles  of  m.arketing. 
Some  of  the  boys  in  the  Virgin  V;\lley  High  School  have  egg 
production  projects  v/lth  a  total  of  between  "JOO   and  800 
hens.    They  made  an  arrangement  with  one  of  the  markets 
in  Las  Vegas  for  their  oggs.   Each  day  the  boys  bring 
their  eggs  to  school  where  they  are  graded  according  to  the 
six  GtoJidard  grades  in  llevada,  crated  up  and  shipped  to 
Las  Vegas,    Boys  to.ke  turns  in  grading,  candling  and  keep- 
ing accounts.    It  has  been  the  means  of  securing  a  cash 
price  of  5i^  more  per  dozen  than  th. ey  v.'cre  getting  at  the 
local  stores  v/hero  tlaey  v/ere  forced  to  take  their  m.oney  in 
trade," 

R.  B.  Jeppson,  State  Supervisor 
Agricultural  Education 
Nevada,    December  3I*  1931 

"In  reply  to  your  inquiry  regarding  procedures  used  in 
teaching  marketing  in  New  York  State,  I  would  say  that  our 
high  school  teaclicrs,  in  general,  do  their  best  teaching 
of  this  job  in  coniiection  v/i  th  their  courses  on  the  major 
crop  and  animal  enterprises  in  their  respective  areas. 
Marketing  is  emphasized  again  in  the  fourth  year  course  but 
more  from  the  standpoint  of  surainarizing  all  the  luarketing 


phases  that  have  been  developed  In  earlier  courses.    Our 
outline  of  content  in  the  fourth  yoar  suggests  the  following 
rno.rkcting  Jobs  for  general  consideration. 

(1)  Storing  Parn  Prodiicts 

(2)  Grading  and  Marketing  Farm  Products  (Individually  and 
Cooperatively) 

(3)  Supporting  and  Using  Agricultural  Cooperatives, 

To  rac  there  is  no  better  method  of  teaching  Cooperative 
Marketing  than  by  actually  marketing  farm  products  coopera- 
tively,  A  fcYiT  of  our  teachers  have  been  successful  in 
marketing  special  products  throLigh  their   P.F.Ao  Chapters o 
As  examples  of  this,  I  v/oiild  give  the  road- side  marketing 
carried  on  by  the  boys  of  Orchard  Park  High  School  under  the 
supervision  of  Ray  'i'Bucll  who  is  now  a  superintendent  of 
schools  in  the  same  area,  near  Piuffalo,    His  address  is 
East  Aurora,  New  York,    Loon  P.  Packer  of  Trum.ansburg  did 
som.e  effective  yrork  in  the  marketing  of  apples  v/hcn  he  v/as 
located  at  Albion,   He  is  willing  to  give  you  the  details 
of  his  procedures. 

Several  P. P. A.  Chapters  have  planned  to  grade,  label  and 
market  their  eggs  cooperatively  but  I  cannot  refer  you  to 
the  most  successful  one,    I  recall  that  I  always  taught 
the  structure  and  functions  of  the  several  cooperatives 
v/ithin  r^y  school  area  and  made  use  of  their  local  represen- 
tatives, periodicals  and  statements  to  patrons  for  teaching 
purposes.    Some  m.en  arc  finding  it  difficult  to  present  the 
work  of  the  Dalrjnnen's  League  to  their  satisfaction.    This 
is  due  to  local  conditions  and  a  wide  division  of  opinion 
among  the  boys  in  their  classes  v/ho  reflect  the  opinions  of 
their  fathers.    Heated  debates  and  arguirients  'break  out' 
extemporaneously," 

E,  R,  Hoskins,  Rural  Education  Dcpt, 
N,  Y,  State  College  of  Agriculture, 
New  York.    JjrxLuary  7,  1952, 

"The  scrap  in  this  state  on  the  milk- price  question,  etc,, 
has  been  embarrassing  in  many  schools  for  teachers  who  v/ould 
teach  in  terms  of  actual  marketing  situations,    O^r  tie-up 
of  the  marketing  jobs  of  a  given  enterprise  and  the  projects 
taken  in  it,  and  the  i:iarkoting  on  the  farm,  with  the  course 
on  management  (which  includes  the  m_arkcting)  is  perhaps  our 
soundest  principle  of  practice," 

R.  M,  Stc\7art,  Graduate  School  of 
Education,  Cornell  University, 
Now  York,   January  [[.,  1952. 

"I  do  not  know  that  wo  have  anything  to  offer  that  v/ould 
bo  of  any  particular  value  to  you.    Our  men  teach  Parmi 
Marketing  the  second  semester  of  the  fourth  year  in  our 
Vocational  program,   Por  the  past  three  years  they  have 
been  using  the  materials  on  llarketing  that  Professor  Norton 
and  I  assembled.   'I  think  you  saw  tlic  mimeographed  form, 
some  tv/o  years  ago*   V/e  had  a  sm.all  edition  of  It  printed 
which  made  it  a  little  more  useable  in  the  schools.    I  have 
arranged  a  sort  of  Syllabus  or  guide  for  the  teachers  in 
Lislng  it,  and  I  ara  sending  you  a  cooy  of  tMs  under  separate 
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L,  L,  Scraiiton,  Acst,  Professor  of 
Acriciilturc.l  Education,  North  Dakota 
Agricultural  College,  Pargo,  North 
Dakota,    January  I5,  1952 

if-r      » n  .  r.        ^     .  -,     ,     ,  r.  Llv.estock 

"I  an  iiailin;;  you  a  copy  of  a  booklet  'Cooperative  / 

Marketing'  for  use  in  vocational  agriciilture  classes  which 
has  130  01  prepared,  by  the  Ohio  Livestock  Cooperative  Associa- 
tion and  made  available  to  teachers  of  vocational  agriculture 
at  ten  cents  per  copy*   This  is  the  second  edition  o  f  the 
publication  and  illustrates  a  very  unusual  instance  of  co- 
operation between  this  livestock  association  and  our  workers. 
The  booklet  has  been  very  valuable  in  pronotlng  a  study  of 
narketing  agencies  and  also  of  participo.ting  an  many  of  tho 
steps  of  marketing  on  the  part  of  teachers  and  boys  in  many 
of  the  dopartm.ents.    Of  course,  in  addition  to  this  study 
and,  in  m.any  cases  as  a  result  of  it,  tho  ner.ibcrs  of  a  de- 
partment make  trips  to  terminal  markets  at  Cleveland, 
Pittsburgh  or  Cincinnati  viicrc  they  observe  the  marketing 
processes  and  are  told  by  competent  guides  many  interesting 
facts  about  the  entire  procedure,    I  presume  from  fifty  to 
seventy-five  departments  make  such  trips  each  year.    In  a 
few  cases  these  trips  have  been  iiiade  by  counter  grouios,- 
three,  four  or  five  departments  joining  to  m.akc  a  large,  party 
to  the  terminal  markets," 

IV,  P,  Stewart,  Professor  of  Agricul- 
tural Education,  Ohio  State  Univorsit 
Columbus,  Ohio,  January  5*  1952. 

"The  work  done  in  Vocational  Agriculture  in  West 
Virginia  to  teach  cooperative  marketing  is  for  tho  most  part 
on  a  participation  basis  as  an  organized  activity  of  the 
P. P. A,   We  have  a  program,  of  organized  coonodity  cojnmittoes 
v/hich  act  on  behalf  of  the  various  chapters  In  this  state  to 
assemble  needs  for  purchase  and  sale  so  as  to  develop  pools 
on  regional  bases.    The  chapters  \'ihlch  seem  to  have  the 
largest  bulk  of  particular  coraiodities  arc  obviously  the 
leaders  in  such  plans.    If  you  desire  to  inquire  of  parti- 
cular teachers  as  to  how  they,  as  advisers,  help  to  direct 
these  activities,  you  might  inquire  of  the  follov/lng: 
Mr,  G,  0,  Mullan,  Martlnsburgj  '  Mr,  R,  W.  Cline,  Masontovaii 
and  Mr,  A,  li,  Holland,  Elkvicw,   You  have  probably  received 
the  state  ad\'iser's  circular  describing  the  general  policy 
to  be  employed  in  guiding  this  participation  so  as  to  main- 
tain it  on  an  educational  level.   Ho  could  also  furnish  you 
sample  copies  of  the  various  forms  which  are  used  in  the 
maintenance  of  this  set-up," 

Howard  B,  Allen,  Head  of  Dopt, 
of  Agricultural  Education, 
West  Virginia  University, 
Morgan town,  W,  Va, .  Pcbruary 
11,  1952. 


^^ 


"I  havG  your  circular  letter  of  Doccj.-ibGr  l8th  In  re- 
gard to  the  teacliinc  of  cooperative  riarketln/;';.    I  believe 
tjiat  the  nost  outstanding;  thine  that  has  been  done  in  this 
state  in  coiincction  v;lth  courses  in  riarketln,^  'hos  been  a 
coriblnatlon  extension  and  vocational  a2rlcultiu\' 1  course 
given  this  year  at  River  Palls,    This  course  wr  .>  given 
through  cooperation  of  the  State   Teachers  College  at 
River  Palls  and  several  dcpartr.ents  of  vocational  agricul- 
ture in  that  section.    The  outline  of  the  course  given  is 
as  follov/s: 

October  6  -  V.hy  cooperative  narketing  nust  play  an 
Iriportant  part  In  the  Inprovcncnt  of 
agriculture 
October  15  -  Possibilities  and  liraltatlons  of  co- 
operative r.iarketing 
October  20  -  Hov/  is  financing  of  a  cooperative  accor.i- 

pllshed? 
October  27  -  How  farm  prices  arc  riade 
Novenber  j  -  VJhat   is  neant  by  pooling  and  how  docs  o. 

pool  operate? 
Wovonbcr  10  -  Purposes  and  use  of  contracts  in  narket- 
ing 
Novenber  17  -  Kenbcrship  responsibilities 
November  2[|.  -  The  duties  of  directors  and  their 

rGsponsibllltlcs 
Deccnbcr  1  -  The  educational  value  of  cooperative 

narketing, 
Dcccrber  8  -  The  relations  of  State  Dopartncnt  o  f 
Agriculture  to  cooperative  narketing 
Dccenber  15  -  Hov;  the  Federal  Pai'n  Board  assists 
cooperative  narketing," 

Louis  M,  Sasnan,  Stat©  Supervisor, 
Vocational  Agricultural  Education, 
Wi'bconsln,   January  11,  1932 


Paul  J,  Fenton,  Teacher  of  Agricultvire  at  Plnkerton 
Acadeny  presented  the  topic  under  the  heading  of 

The  Agricultural  Teacher's  Viewpoint, 


It  seens  to  ne  one  of  the  first  things  v;e  i:iust  consider 
when  dealing  with  this  subject  is  the  type  of  boy  that  is 
in  the  secondary  school  at  the  x3i''Gsont  tine.    To  Illustrate 
this,  I  an  going  to  take  the  Senior  boys  In  Agriculture  at 
the  school  I  have  been  working  in  this  past  year,  for  I 
believe  they  are  fairly  representative  of  boys  in  our  second- 
ary schools  at  the  present  tine* 


There 
call  then 


are  five 

Boy  A,  B, 


Soni  or 
C,  D, 


boy£ 

and 


and  for  convenience  let  us 


E, 


Boy  A  lives  on  a  dairy,  fruit,  and  truck  garden  farn. 
They  arc  nAlklng  seven  cov/s  at  the  present  tine,  have  a 
snail  orchard,  and  during  the  suj'nner  have  several  acres  in 
sv;oet  corn  and  truck  crops  which  are  sold  at  a  roadside 
stand  on  the  nain  road.    In  the  winter,  the  boy's  brothers 


lio.ve  quite  a  lo^j^inr;  business.    Next  year,  this  boy  plans 
to  go  horjo  and  become  a  partner  in  the  business. 

Boy  B  is  the  son  of  the  herdsman  of  a  large  herd  of 
cattle.    This  boy's  father  does  not  own  a  farm  at  the 
present  tir.ic,  but  the  boy  is  very  much  interested  in 
Agriculture  and  plans  some  day  to  go  into  agricultural  work, 
i:i03sibly  going  .on  to  college  first. 

Boys  C  and  D  arc  brothers.   They  live  on  a  poultry, 
fruit,  dairy  and  truck  farm.    They  plan  t  6  'go  hon.e  next 
year  and  go  into  business  v;±th  their  fathLTo   They  arc  al- 
ready biiilding  over  the  barn  and  plan  to  expand  the  business 
quite  a  bit. 

Boy  E  is  very  nxich  interested  in  poultry  and  at  the 
present  time  has  255  hens  of  his  own,  and  [1.5O  chickens, 
besides  a  garden  and  a  piece  of  potatoes.    Ho  is  also 
working  at  tlic  egg  auction  in  Derry  and  plans  to  go  on  to 
college. 

Prom  this,  I  think  you  will  agree  with  nc  that  all  of 
these  boys   are  very  r.nich  interested  in  agrlcultiiral 
problems  and  for  tiio  most  part  are  dealing  directly  with 
them,   .For  this  reason,  I  think  that  the  teaching  of 
Agricultural  Cooperation  should  be  given  a  real  place  in 
the  Secondary  School  Program, 

There  is  a  great  opportunity  to  teach  the  principles  of 
Cooperation  to  the  farm  boys  of  today,    I  mean  by  that,  to 
teach  them  just  what  a  Cooperative  is,  what  it  does  for  the 
farm.cr,  why  one  is  formed  here,  and  v/hy,  loerhaps,  one 
shouldn't  bo  fiorraed  somewhere  else,   A  possible  way  to  do 
this  is  to  take  some  Cooperative  which  the  boy  knows  and 
analyze  this  with  him. 

Take  for  cxanplc  the  Eastern  States  Farmers'  Exchange 
and  analyze  it  in  detail.    Go  over  v/lth  the  boy  jiist  what 
it  v/as  set  up  for,  just  what  it  is  doing,  and  just  what  he 
feels  it  sliould  do.    Then  if  there  should  happen  to  be  a 
new  Cooperative  being  forriod,  take  those  sam.e  principles 
and  sec  if  t'ley  arc  going  to  work  out  in  the  nov/  situation. 

Let  us  sec  what  those  boys  were  like  when  they  were 
Preslxinon,   At  that  tim.e  they  were  young  boys  from  twelve 
to  fourteen  years  of  age,  and,  of  course,  could  not  be  ex- 
pected to  give  a  great  deal  of  real  careful  iiiought  to  svch 
things  o.s  large  Cooperatives,   Hov/cver,  they  Vit ere  very 
much  interested  in  their  ov/n  hiO-'::o  i)roj-ccts,  and  each  one 
wanted  to  have  a  good  project  of  his  own  built  around  enter- 
prises on  the  home  farm,  but  the  question  i:'.imediately  came 
up  of  flncaiclng,    ^',h.cre  was  the  money  coming  fror.i?  liov/ 
could  they  really  ovm  their  projects  and  not  simply  be  tak.'» 
ing  care  of  something  their  father  had  either  given  them  or 
owned  hln.self  ? 

It  happens  tliat  in  the  community  vi/herc  I  am,  there 
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Is  a  bank  that  is  willing  to  cooperate  vifithtlic  boj^s  v/hon*' 
over  possitilc  v/licrc  It  Is  practical, 

VJlicii  tine  cane  for  the  hoys  to  finance  their  projects, 
they  got  together,  discussed  v/hat  they  c  ould  gain  hy  borrow-, 
ing  noney,  when  it  should  be  paid  back,  etc.   Each  boy 
understood  that  it  was  a  business  proposition,  that  they 
could  get  noncy  working  together  that  they  couldn't  get 
individually.   At  the  sane  tine,  each  one  realized  that 
he  nust  do  Ms'  part,  and  if  each  one  did  that,  all  would 
profit  by  it.    The  boys  nc:<:t  v/cnt  to  the  bank  and  talked 
with  the  cashier  and  talked  over  the  proposition  with  hin. 
After  talking  vd.  th  then  and  telling  each  boy  v;hat  the  bank 
expected,  he  let  each  boy  have  what  noncy  he  needed* 

TOicn  the  notes  cane  duo,  every  single  boy  paid  his  up 
with  interest,  and  I  thinl<:  could  sec  sonc  of  the  values  of 
Cooperation, 

There  are  nany  other  things  that  can  be  developed  the 
first  two  years  that  I  think  will  give  then  a  good  founda- 
tion for  studying  cooperation,  such  as  P. P. A.  ?;ork,  hotbeds, 
buying  chicks,  selling  of  eggs,  produce,  etc. 

In  concliislon,  I  mil  say  that  the  secondary  school  can 
and  should  develop  young  ncn  who  imderstcnd  the  principles 
of  Agricultural  Cooperation,  'who  vail  in  later  years  give 
constructive  thought  to  then. 

Because  of  the  type  of  student  in  our  secondary  school, 
the  willingness  of  outside  agencies  to  cooperate,  and  the 
number  of  cooperative  agencies  now  in  existence,  I  believe 
there  are  nany  possibilities  cf  tcacMng  Agriculturo.l  Coop- 
eration in  the  secondary  school. 


President  A,  II,  Packard  of  the  Vci^nont  Farn  Bureau 
Poderation  discussed  the  subject  fron 

The  Farncr-f  athor ' .?  Viev/point 

In  di3c^^ssing  the  feasibility  of  teaching  the  funda- 
mentals of  cooperative  marketing  in  our  schools ,  we  are 
discussing  a  subject  which  directly  affects  the  firesides  of 
2k, 000  families  in  Vcr:nont  and  JO^  of  the  people  in  ovcc 
nation,  for  nearly  I/5  of  the  nation's  population  arc  farners, 

We  are  discussing  a  subject  v/hich  indirectly  affects 
nearly  all  the  people  of  our  nation. 

It  Is  ny  purpose  in  delivering  this  article,  to  show 
that  the  peoiole  in  general,  young  and  old,  knov/  far  too 
little  about  cooperation.    On  the  contrary  it  does  not  seen 
necessary  to  teach  to  our  younger  generation  the  advantages 
of  practicing  greed  and  selfishness  for  .apparently  wc  in- 
herit plenty  of  these  tendencies  and  just  as  it  is  impossible 
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for  an  object  to  bo  all  v^ilto  or  c.ll  "black  in  color  at  tho 
scjriC  tine,  it  is  likovdso  inpossiblc  for  one  to  be  a  good 
coopcrator  if  Ms  chief  and  onlj  concern  is  over  hlnsolf , 

Since  the  V/orld  '.V:.r  the  ability  of  t]ii5  nation  to 
produce  has  forced  ahead  by  leaps  rjid  boimds,   A  nan  on  the 
farm  or  a  nan  in  the  factory  today,  aided  by  the  practical 
inventions  of  the  last  twenty  years,  r.iany  of  those  coupled 
with  electricity  can  produce  ali::ost  beyond  our  needs,  this 
being  tru?,  it  v/ould  be  expected  that  cvci^y  one  v/illing  to 
v/ork  coiild  have  nore  of  tho  things  v/Mch  he  and  his  fai:iily 
needs,  r,ut  is  this  true?   llo,  it  has  not  worked  out  entire- 
ly/ that  '.vay,    Thou.sands  of  farr.i  farailics  today  are  not  only 
going  v/ithout  the  coriforts  and  necessities  v/hich  they 
deserve  but  they  arc  losing  their  hones  v;hile  a  f  ev;  in  this 
nation  are  rich  far  beyond  their  needs, 

Vi/hat  is  the  cause  of  all  tMf.  maldistribution  of  tho 
products  of  the  factory  and  the  farn? 

Perhaps  you  vrill  say  an  ujistable  price  level  has  caused 
our  present  distress  and  suffering  and.  I  an  in  full  agree- 
ncnt  with  you  as  it  applies  to  the  last  fe\7  years  but  \inder~ 
ncath  all  this,  our  distribution  syston  is  vn?ong,  for  back 
in  1925,  -.70  find  that  the  far-ners  who  constitute  50,^  of  this 
nation's  people,  roooived  only  nii,^  of  the  nation's  incor.e» 
■'/lio  received  the  other  l6^  which  rightfully  belonged  to 
agriculture? 

I  believe  the  history  and  fundanentals  of  cooperative 
marketing  would  e::plain  all  tliis  to  the  coining  generation  so 
that  they  cotild  understand  how  nuch  of  this  wo.s  due  to  the 
deflation  of  I92I  and  how  nuch  was  due  to  faulty  distribu- 
tion. 

One  very  able  farn  leader  recently  said  that  our  schools 
are  naintalned  by  the  piiblic  end  the  pixblic  vjo  uld  not  pennit 
such  a  study.    Perhaps  this  is  right  but  I  doubt  if  there 
is  any  group  of  people  in  Vcrnont  so  powerful  that  they  c an 
prevent  a  study  which  '  would  reveal  facts  to  cur  young  7 
people, 

ilnother  objection  v/hich  is  often  heard  is  that  we  have 
no   teachers  trained  to  teach   the  history  and  fundanentals 
of  cooperation, 

I  do  not  expect  ti'J.s  could  be  acconplished  overnight 
but  there  nuGt  have  b-ecn  a  tine  when  cvcryt}iing  taught  in 
our  sc?iools  today  reqiaircd  the  building  of  te:^tbooks  and  the 
training  of  teachers  and  tiiic  sane  process  could  apply  to 
the  subject  ujider  discussion  if  the  people  believe  it  v;orth 
whi 1 o , 

3cfere  I  conclude  this  article  I  will  give  you  a 
suxinary  of  what  a  cross  section  of  Vcrnont  famcrs  tiiinlc, 
but  I  first  V7lsh  to  discuss  problens  at  hone  v/hich  cannot 
be  solved  ujatil  farn  people  think  togother. 
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One  day  tv/o  jcc.ro   ago  dmang  the  ho.ying  season  ,  I  v/as 
driving  tlirougli  a  section  of  good  farns,   I  orortook  a 
farr.i  boy  on  his  way  hone  fron  school  and  inqulrea  aDoLit  his 
father's  farn,  the  number  of  dairy  cov/s,  etc.,  o.lso  v;hcrc 
they  marketed  their  riilk.    I  found  it  v/as  at  a  certain 
cooperative  r.iilk  plant,    I  also  learned  that  the  neigjibors 
were  divided,  in  that  soi.ie  delivered  to  this  plant  and 
others  at  another,  the  ;roung  nan  further  told  no  that  all 
those  faiTicrs  sold  through  sone  forn  of  a  cooperative  but 
that  his  father  felt  tliat  his  cooperative  was  going  at  it 
right  v/hile  r.iany  of  his  neighbors  were  v/rong, 

I  inquired  further  \^iiat  r.iade  his  father  fool  the 
others  were  vn?ong  and  he  said  that  the  nanagcr  of  their 
organization  said  they  v/erc, 

A-)^  this  tirr^e  all  these  dairy  ricn  wherever  they  sold 
their  milk  were  receiving  but  a  very  little  over  2  cents  per 
quart  and  because  a  few  leaders  advised  then  not 'to  coop- 
erate v/ith  their  neighbors,  they  wore  kept  apart.    Since 
that  tine  attempts  to  get  all  the  nilk  in  the  nilkshed 
\indcr  one  overhead  organization,  have  failed  and  it  becane 
nocosso.ry  to  apply  to  the  A. A  .A,  for  a  narkoting  license  in- 
order  to  stabilize  prices  and  equalize  sp„lcs.    The  narkot- 
ing license  is  now  a  reality  and  it  is  ny  understanding 
that  the  dairyncn  of  the  Boston  nilkshod  received  over 
$200,000  norc  noney  for  the  first  two  weeks  of  May,  than 
for  the  sane  period  last  year  as  a  result. 

This  certainly  is  a  step  ohead  for  agriculture  but  is 
nilk  to  continue  pernanently  to  be  a  scni-public  utility  or 
will  the  narkoting  of  nilk  after  t]ie  enorgency  is  over, 
be  handed  back  into  the  lap  of  the  dairjn.ien.    There  is  oji 
even  chance  that  it  v/ill  and  if  such  is  the  case, is  it  best 
that  our  next  generation  receive  tlicir  cooperative  training 
fron  various  leaders  or  fron  inpartial  s'.^urcos, 

I  believe  owr   boys  and  girls  should  learn  v/hat  tbcy 
nay  rightly  expect  by  setting  up  a  co-operative  narkoting 
organization  to  serve  then  in  a  broad  way  rather  than  lean- 
ing on  si:)r.iconc  else  for  direction. 

Let  no  also  touch  on  oui"  experience  in  Vernont,  co- 
operatively narkoting  Maple  Syrup, 

In  1922  a  cooperative  narkoting  organization  was 
forned  and  operated  until  I926,    The  ptirposc  of  this 
organization  was  to  store,  process,  pack,  and  narket  tie 
syrup  for  its  nonbors.    The  organization  discontinued 
because  the  producers  after  f'o  first  two  years  denandcd 
the  entire  paynent  for  their  syrup  at  the  tine  it  was  con- 
signed. 

The  urge  to  pay  a  high  price  soon  had  the  cooperative 
paying  out  for  syrup  noro  than  their  net  inconc  and  thus  a 
debt  was  created  and  they  discontinued. 
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If  the  ncnbors  had  received  c.   little  co-operative 
trainin,':?;  they  v/ould  not  have  Made  t]iis  dei.iand. 


'o 


Again  in  1952  a  Maple  Marhctlng  Cooperative  was 
started  knovm  as  the  Vorriont  Maple  Cooperative,  again  the 
dcnand  cciacs  fron  the  field  for  all  cash  at  the  tine  of  con- 
signing lout  the  first  experience  in  narketing  is  guiding 
the  r:;anage:.;cnt  end   directors  on  safer  grounds. 

But  still  the  Maple  Cooperative  has  problens  whJ-ch 
cou.ld  he  not  if  cooperative  narheting  was  iDctter  understood 
Toy  its  rior.ibcrs.    One  of  these   is  as  follows:-   The  Co- 
operative 5?.arkets  its  syrup  mider  tJae  Nov;  England  quality 
label  as  grade  A  in  the  little  l/2  pint  bottles «    This 
syrup  is  in  brisk  coiipetition  not  only  with  blends  of 
every  plu::iage  but  v;ith  pure  vaaple  syrups  carrying  various 
colors  and  labels. 

These  conpetitive  syrups,  especially  the  blends,  are 
v/ell  advertised  and  consequently  sell,  therefore,  the  Co- 
operative cannot  doriand  and  receive  the  prer.iiur.is  they  de*» 
servo  for  a  quality  syrup. 

The  Cooperative  has  everything  on  its  side  as  to  qual-* 
ity  and  flavor  bvit  the  public  dees  not  know  it. 

To  advertise  and  give  this  syrup  the  publicity  v/hich 
it  deserves  vrould  take  a  fcv/  pennies  fron  every  gallon  con- 
signed, to  do  tills  would  require  that  the  ricnbers  under- 
stood that  in  its  co.rly  years  a  cooperative  .  cannot  pay  a 
higher  price  than  coripetitors  and  at  the  sane  tine,  create 
a  larger  dcir.and  for  a  pure  product. 

All  of  these  fiandanontals  and  r.iany  others,  if  carried 
to  our  schools  would  reflect  lower  distribution  costs  and 
higher  incor.cs  to  farn  people  the  co-operative  way, 

■.Taen  first  invited  to  speak  on  this  subject,  I  felt 
that  I  shotild  bring  to  this  group  sone  figvires  which  v/ould 
shov/  you  how  the  farriers  of  Verncat  feel  regarding  the 
various  phases  of  cooperation  so  I  sent  a  qiiesticnaire  to 
50  Par:r^  Bioreau  r.ieribors  in  each  of  the  I5  organized  Parn 
Bureau  counties  of  Vermont ,    I  did  not  select  this  list  of 
650  farriers,    I  told  the  Secretary  to  send  the  letters  to 
fifty "in  each  county.   We  have  now  received  nearly  a  22^ 
reply,    I  v/ill  nov7  read  you  tlio  questions  and'   the 
sunno-r i 2; ed  answers  whdch  I  believe  shov/  viiat  Verr.iont  farners 
thinlc, 

1,  Do  you  believe  that  the  younger  generation  of  farners 
participate  in  cooperative  narketing  noro  readily  than 
the  older  generation? 

Yes  -  1$1        No  -   8 

2,  Do  young  farnors  in  your  vicinity  generally  follov/ 
the  advice  of  their  fathers  regarding  cooperative  narket- 
ing? 
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Yes  -  k2  Wo  -  6ij. 

5.  Do  you  IdcIIgvo  the  interests  of  agriculture  arc  c\cl- 
vancGci  by  the  cooperative  insurance? 

Yes  -  122  Ko  -   9 

i|..    Do  you  believe  the  interests  of  agriculture  arc  ad- 
vanced by  the  coopero.tive  purc'iasing  of  farr.i  supplies? 

Yes  -  128  No  -  9 

5©   Do  you  believe  tlic  interests  of  agricultiire  arc  ad- 
vanced by  cooperative  credit? 

Yes  -   93  No  -  29 

6,  Do  you  believe  that  failure  of  r.iilk  producers  to  co- 
operate In  selling  their  nllk  through  one  cooperative  inilk- 
shod  organization  has  boon  in  pai-t  responsible  for  the  low 
price  of  nlllc  during  the  last  fev/  years? 

Yes  -  120  No  -  22 

7»    In  your  experience  during  the  last  few  years  selling 
your  farn  products,  have  you  found  it  to  your  advantage  to 
sell  co-operatively? 

Yes  -  62  No  -  57 

8,   VRidt   disadvantages  have  you  found  selling  co-operative- 
ly? 

For  this  question  vie   had  several  varied  answers  as  follo\7s: 

1,  Delay  in  receiving  nonoy  (9) 

2,  Products  should  be  standardized 

5.  Sheffield  paid  JO/  P'^i''  hxmdrcd  more  for  three  months, 

L\.,  Loses  contact  with  consumer 

5t  Bad  m.anagci.^cnt  (2) 

Si  Cannot  sell 

7»  Loss  of  money 

8,  Lower  returns  (6) 

9«  Uncertain  as  to  price 

10,  Outsider  gets  bettor  price 

11,  Individual  is  lost  -  lose  interest  in  having  better 
quality 

12,  Cost  of  operation  too  higli  (5) 
15,   Not  enough  cooperation  (5) 

ill-.    Too  sm.all  a  percentage  on  dovm  paA/mcnts, 

9«   Are  you  interested  in  attending  farr.er  meetings  which 

are  hold  to  advance  the  interest  of  cooperative  m^arlcet- 
ing? 

Yes  -  151  No  -  8 


10,  Do  7011  TdqIIcvg  that  a  course  in  funclrLPontals  of 
cooperative  riarlrctlng  should  he  available  in  oiir  high 
schools? 

Yes  -  112  No  -  17 


/ 


The  next  aubjcct  to  bo  consldcrod  was  "Tlie  Farijor  and. 
his  Cooperative  Ptircliasing  Organization",'    Qucntln  . 
Rcynolt's,  Manager  E,astern  States  Farrier's  Exchange,  read 
the  follov/ing  paper: 


The  Possibilities  for  Increased  Devolopnent  of 
Uoopor jrEivo  Purchasing  "f  Farn  Supplies  in  W5W 
ISi  g  1  aaid  , 


We  continue  at  the  cross  roads  of  Nov/  England 
agriculture,   Parners  boconc  weaker  o.nd  weaker  vajhly 
attenptlng  to  adjust  satisfactorily  tpLoir  production  to 
what  the  iiarkot  v/ill  take,   Ag  consumers  in  eastern 
narkcts  are  induced  to  spend  ^'loro  and  norc  of  their  noney 
for  things  other  than  those  our  farriers  produce,  our  farnors 
have  a  less  and  less  attractive  market.    As  they  reduce 
their  production  vainly  attenptlng  in  this  way  to  ncct  the 
situation,  they  increase  their  per  unit  cost  of  operation. 
As  their  output  docroasos,  their  incor.ie  decreases  also  be- 
cause their  reduced  production  does  not  naterlally  affect 
the  price  they  get  for  their  products.    Such  a  progran 
makes  any  savings  which  cocperative  purchasing  can  provide 
valuable,  but  it  docs  not  widen  the  field  of  cooperative 
purchasing.   Now  England  farr.iors  have  made  great  progress 
to  date  in  the  cooperative  purchase  of  food,  fertilizer, 
and  seed,  the  things  which  stand  best  the  extensive  co- 
operative purchasing  effort  the  present  Now  England  farn 
program  can  support.    The  extension  of  cooperative  pur- 
chasing to  supplies  which  require  local  service  or  which 
for  any  other  reason  require  volu:.:ic  closely  concentrated 
can  come  only  v/ith  a  change  of  attitude,  a  change  from  t}ae 
attitude  of  tlio  scattered  retreating  ar?'iy  to  t^iat  of  the 
column  advancing  confidently  in  good  order, 

I  am  optli:ilstlc,    I  feel  that  our  farr.ers  under  far- 
m.er  leadershxip  arc  going  aggressively  after  the  dollars 
v.'liich  Nov;  England  consui.icrs  can  bo  Induced  to  divert  from 
the  purchase  of  dlctantl"-  produced  farm  products  and  the 
scores  of  other  things  on  which  they  spend  ralllons  annual- 
ly, and  that  as  they  do  so  our  farms  will  come  back.   Under 
that  program,  these  farms  will  carry  tiieir  full  quota  of 
cows  and  hens,   V/e  may  even  see  beef  cattle  and  sheep  in 
miany  r.oro  places,   Y/c  shall  ci^rtainly  sec  a  real  increase 
In  the  production  of  fruits  and  vegetables.    Our  re juvonat- ' 
cd  farm.s  will  be  requiring  all  sorts  of  supplies  in  quantity, 
and  they  will  be  able  to  use  the  services  of  a  vastly  ex- 
panded cooperative  purchasing  set-up.    They  \7ill  be  buying 
not  only  feed,  fertilizer,  and  seed  through  car  door  agents 


and  occasional  warcliousos,  but  cleansers, sprays,  and  d5_s- 
Infcctants  ccptainly,  packaging  natorlals,  riany  snail 
pieces  of  liouseliold  and  farn  cquipncnt,  oil  and  gasoline 
proba'Llj-,   ar.d  possibly  farr.i  nachinery  and  other  supplies 
the  purchase,  of  which  require  considerable  local  service, 

I  do  not. feel  that  the  "Let  Uncle  San  plan  it"  attitude 
is  about  to  take  root  in  Nev/  England,    On  the  contrary,  I 
feel  that  New  England  farriers  will  dcnonstrate  that  sound, 
intelligent  farriers  as  individuals  acting  collectively  ." 
through  cooperative  purchasing  and  no.rkcting  associations 
will  do  nuch  to  "develop  an  Gconoriic  order  worth  living  in 
and  working  for.    Therefore,  I  think  it  is  worth  v/hilc  t]iat 
we  should  discuss  the  question  of  the  possibility  of  de- 
veloping further  tJie  purchase  of  farn  supplies  cooperative- 
ly in  Kcw  England, 

Cooperative  purchase  of  faiT.:  supplies  can  expand  only 
as  far  and  as  quickly  as  tlie  cooperating  consuncr  neribors 
will  develop  and  support  the  expansion.    To  gain  signifi- 
cantly cither  in  lov/er  cost  or  greater  quality,  farnors  co- 
operating must  develop  a  strong  business  organization  pro- 
viding expert  selective  service  by  accepting  the  selections 
of  their  association.    They  can  well  afford  to  reconcile 
thonselves  to  standardization  when  that  straidardization  is 
developed  under  intclliggnt  directors  responsible  to  then 
for  a  prograr.i  devised  to;opcrate  to  furth.er  their  interests. 
They  must  give  up  the  notion  that  their  association  nust 
find  a  v/ay  to  give  oach  and  every  ner.iber  the  grade  or  the 
tradenarkcd  article  whicli  for  any  one  of  a  dozen  reasons 
make  that ' specif Ic  grade  or  trademark  appear  essential  to 
the  buyer , 

This  is  a  factor  which  retards  the  expansion  of  co- 
operative purchasing  in  this  country,    -intensive  selling 
methods  have  fixed  in  the  minds  of  most  of  us  today  the 
belief  that  this  or  that  is  the  article  we  must  have. 
The  manufacturer  and  distributor  accomplishes  this  through 
persistent  advertising,  by  performing  a  valuable  or  a  seem- 
ingly valuable  service  or  favor,  by  supporting  actual  per- 
formance with  advertising  whicJi  has  led  i.is  to  believe  that 
no  other  simdlar  comjnodity  would  have  been  so  satisfactory 
had  wc  used  it  under  similar  circumstances,  or  by  flatter- 
ing us  into  believing  that  by  doing  exactly  what  the  adver- 
tiser intended  wc  should  do  wo  are  exercising  our  own 
judgment.    Many  of  us  have  been  cajoled  into  honestly  be- 
lieving that  no  agency  v/orking  in  our  behalf  devoting  it- 
self to  a  study  of  our  needs  and  the  sources  of  supply- 
ing them  can  buy  those  things  for  us  as  effectively  as  we 
can  ourselves  relying  chiefly  on  the  statements  made  by  the 
sellers'  salesmen  or  advertisei.ients , 

It  costs  real  i.ioney  to  overcome  such  firmly  e::tablishcd 
notions,  and  cooperative  associations  cannot  initiate  cam- 
paigns to  do  so  unless  the  investment  will  return  a  profit 
quickly  to  the  consuncr  member.    On  a  commodity  like  feed 
for  hens  and  dairy  cov;s,  a  campaign  to  acquaint  the  consumer 
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v;ltli  actual  raorlt  in  the  article  cooperatively  pxircliascd  is 
relatively  sinplc.    In  tlio  first  place,  the  conGior.ier  is 
taking  little  chance  trying  the  service, '   A  few  sacks  will 
show  soriethlng  tangible  ahcut  the  clairis.    The  trial  order 
does  not  cost  much'  ,    It  is  soon  used  up,  and  the  consuner 
can  go  hack  to  his  forrior  supply  if  he  is  disappointed. 
The  association  will  get  repeat  orders  quickly  on  riaterials 
so  rapidly  consuricd  which  are  built  to  give  the  consuricr 
real  value  co  that  the  cost  of  introducing  the  service  is 
actually  siDread  over  a  list  of  quickly  repeating  orders  o 

But  suppose  the  cooperative  sets  out  to  purchase 
manure  spreaders.    Its  nenbcrs  have  strong  prejudices  in 
favor  of  various  nakcs  for  various  reasons,  piany  of  which 
are  of  no  ncchanical  or  financial  iiportancc  but  all  of 
wlaich  arc  of  real  practical  significance.    The  effort 
which  is  used  to  get  the  prospect  to  accept  a  spreader 
different  from  that  nakc  for  wlrlch  he  has  strong  inclina- 
tions riust  be  ch.arged  against  t'lat  spreader.    If  the  im« 
pi  orient  is  as  good  as  it  ought  to  be,  that  farraer  is  not 
going  to  be  in  the  narkot  for  another  spreader  for  a  long 
tine,  und  unless  he  pays  the  proDotional  cost  on  the  first 
purchase,  he  v;ill  have  to  pay  most  of  it  on  repair  parts 
and  service,  or  his  association  will  be  operating  this 
branch  of  its  activities  at  a  loss.   Even  the  sales  to  his 
neighbors  are  not  likely  to  produce  volu-no  on  tills  one 
articloo    Until  consur.iing  farriers  change  their  attitude, 
the  cost  per  unit  of  developing  a  selective  service  worthy 
of  the  narie  on  such  Iraplenonts  mil  rerain  higli.   Nor  will 
the  effect  of  the  spreader  on  the  buyer  be  significant  in 
developing  consuner  acceptance  of  the  cooperative's  choice 
in  tractors  or  noviAing  machines.    It  will  help,  of  course, 
but  the  nanufacturors  and  distributors  of  rival  tools  are 
going  to  yield  ground  slov/ly.    Prejudices  in  favor  of 
thiCir  articles  have  been  sov/n  on  well  prepared  ground.    It 
is  likely  to  take  more  harrowing  to  kill  noxious  prejudices 
than  it  will  take  cultivating  to  keep  then  flourishing. 

By  sto.rting  with  a  product  which  lends  itsolf  to 
cooporativo  purchasing  easily  ~  as  feed  has  in  New  England 
and  gasoline  and  oil  have  in  the  Middle  V/est  -  the  purchas- 
ing association  through  perf ori.ianco  can  develop  in  nembors 
confidence  in  otlicr  products  v^iich  the  association^  ^.^irchas- 
es  px'ovidcd  the  supplies  added  arc  of  conparatively 
favorable  quality  and  lend  thenselves  to  the  service  which 
the  cooperative  is  prepared  to  offer  with  then.   To  help 
noHibors  accept  an  expanding  cooperative  jpurchasing  service, 
the  association  nust  establisji  confidence  anong  then  by 
providing  service  well  worth  using  and. by  taking  pains  to 
acquaint  i.icr.ibors  and  prospects  Vv^lth  tills  fact. 

As  already  suggested,  there  are  certain  types  of 
connodity  v/hich  lend  thonselves  to  cooperative  piirchasing 
and  others  v/hich  do  not.   Rather  than  attenpt  to  say 
which  specific  articles  will  be  purchased  coopcrativoly  by 
New  England  farncrs  in  the  future  and  v;hich  will  not,  I 
shou.ld  prefer  to  discuss  the  principles  involved. 


Cooperatives  will  do  best  with -goods  consumed  quickly 
and  least  well  v/ith  capital  goods.    Commodities  vh.icli  are 
of  strictly  utilitarian  value  in  which  savings  in  handling 
and  quality  differences  can  bo  readily  demonstrated  v/ill 
fit  the  program  best.    Control  over  manufacture  or  pro- 
duction and  of  the  rav/  materials  u.sed  in  manufacture  or 
production  properly  exercised  provides  the  surest  means 'of 
developing  the  service  to  the  advantage  of  the  consumer. 
\Wien  such  control  exists,  the  responsibility  rests  square- 
ly with  the  association.    That  control  is  valuable  only 
v/hen  every  reasonable  effort  is  made  to  turn  out  products 
Vvhich  va.ll  serve  best  the  needs  of  the  membership,    -'flaen 
the  association  purchases  for  the  member  by  acting  as  an 
intermediary  between  a  manufactvirer  and  the  membership^ 
it  exercises  chiefly  a  control  over  price,  and  a.s  it 
exercises  that  control  it  tempts  the  seller  to  lower 
quality  to  make  that  price  attractive  so  as  not  to  lose  the 
business  to  a  competitor  and  still  return  maximum  profit  to 
the  seller. 

Cooperative  associations  must  always  guard  against 
adding  lines  to  increase  their  income  or  they  will  degener- 
ate into  sales  agencies  instead  of  purchasing  agencies. 
That  distinction  may  soimd  academic,  but  to  those  of  us 
who  are  in  the  field  it  is  very  real.    Many  producers 
regard  cooperative  purchasing  as  a  selling  stunt.   They 
cater  to    cooperative  outlets  v/hich  the  farmer  cons''jmcrs 
may  own  but  which  the  manuf act-urers  control,    Thr -^ugh 
using  manufacturers'  men  for  the  cooperatives'   field  v/ork, 
through  accepting  credit  from  the  manufacturers  instead  of 
obtaining  it  at  banks  or  fromi  members  end  buying  always 
strictly  for  cash,  by  handling  things  on  commission  instead 
of  buying  them  outright,  many  cooperatives  are  so  closely 
allied  with  the  organization  from  whom  they  are  supposed  to 
be  buying  that  they  are  not  agents  of  the  consumer  but 
sales  agents  for  the  producer. 

The  selective  side  of  advantageous  cooperative  buying 
took  on  a  new  significance  during  the  buyers'  market  which 
has  obtained" since  1929 •   Producers  have  been  eager  to  put 
idle  plants  to  work.    They  have  sought  nev;  outlets  virith 
the  price  appeal.    To  make  a  dollar  on  business  so  secured, 
the  temptation  to  save  in  the  cost  of  workmanship  and 
materials  has  been  real.    On  the  other  hand,  on  this 
buyers'  market  the  cooperative  purchasing  associations  v/b-ich 
have  controlled  their  processing  facilities  directly  have 
been  able  to  secure  the  materials  of  the  quality  required 
to  best  serve  the  need  of  their  members  at  relatively 
attractive  prices  from  that  consumer  point  of  view. 
Though  the  article  built  with  these  Ingredients  may  }iave 
cost  a  little  more  per  unit  of  purchase,  its  composition 
has  made  it  less  costly  in  terms  of  the  cormnodlty  into 
which  the  farmer  has  converted  it. 

Now  if  we  are  emerging  from  that  buyers'  market,  we 
appear  to  be  going  Into  a  period  of  some  sort  of  reg^ila- 
tion.    History  of  such  regulation  indicates  that  the 
consumer  purchasing  as  an  individual  mil  be  expected  to 
pay  prices  v.hich  reflect  average  costs.    Such  prices  for 
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goods  reflecting  as  they  do  raodlocrlty  In  production  and 
distribution  provide  margins  to  finance  extra  saler.  coots 
for  tlie  iiioro  ci'flcient  producers  and  distriljutors ,    The 
more  efficient  manufacturers,  in  other  words,  tend  to  use 
the  advantage  of  their  skill  for  sales  v/ork  and  profit 
rather  than  to  lower  consumer  prices.    Consumers  who  othcr- 
v/lso  have  to  pay-^''^''''^'^^  ;hased  on  average  costs  should  profit 
hy  working  together  in  cooperative  purchasing  o.ssociations 
vmich  bond  intelligent  effort  to  reduce  coats  and  to  im- 
prove quality,' 

Cooperating  farmers  are  going  to  find  the  more  effi- 
cient producers  inclined  to  sell  to  them.   Some  manu.factur- 
ers  of  most  of  the  things  farmers  buy,  like  farmers,  know 
tho.t  their  profits  lie  in  greater  volujrxC  of  sales  and  t]iat 
one  of  tl~.c  greatest  hindrances  to  greater  volum_e  today  is 
the  costly  metliod  of  distribution  v;hich  the  competitive 
profit  system  has  developed.    Many  such  prodiiccrs  resort 
to  these  costly  selling  methods  in  self  defense.    Co- 
operative purchasing  a^ssociatlons  which  knov;  definitely 
wliat  they  v/ant  and  can  check  their  piirchascs  accurately 
can  approach  substantial  producers  todo.y  v;lth  a  good 
chance  of  obtaining  virhat  their  members  need  most  at  ad- 
vantageous prices  because  they  do  for  less  cost  what 
manufacturers  must  do  for  more  cost.    Cooperating  con- 
sumers arc  seeking  dependable  sources,    "Under  the  trade 
pro.ctice  features  of  the  codes,  cooperative  purchasing 
associations  have  an  opportunity  to  expand  their  activities 
with  profit  to  their  mem.bcrs  more  easily  than  when  ruthless 
price  compe":".tlon  wa.s  in  vogue.   As  they  develop  volume 
on  a  fov;  corrmiodities,  they  m.ay  be  able  to  develop  an 
initiative  on  the  part  of  the  consu.mcr  farmer  members  v/hich 
will  m.a]:e  the  acceptance  by  them  of  other  tilings  easier, 
ViJith  this  increase  of  items  and  volii.me  financed  at  insig- 
nificant costs  to  the  members,  local  facilities  may  develop 
aro\i.nd  vfcich  to  build  services  which  require  such  bases 
for  effective  operation.    And  tbds  brings  us  to  the  most 
serious  problem  in  expanding  th.c  list  of  comr.ioditles  far- 
mers can  T)urcha3e  cooperatively. 

If  cooperative  purchasing  v;orc  only  as  simple  as  sore 
think  it  is  or  ouglit  to  be*   Theoretically,  of  course,  the 
advantages  of  being  able  to  purc'iasc  through  an  organiza- 
tion Vifhlch  Is  intelligently  operated  purely  in  the  con- 
sumers' interest  should  be  so  great  that  no  promotional 
effort  to  make  these  advantages  apparent  should  be  re- 
quired,  Actua.lly,  of  course,  tills  is  not  so.   Vested 
interests  mth  whom  cooperatives  compete  are  fighting  for 
tlieir  lives.    They  arc  paying  whatever  they  feel  they 
must  for  executives  wlio  will  produce  tlie  results  they  aock. 
These  executives  supported  v;ith  the  resources  of  their 
orgs.niztions  have  discovered  ways  of  marvelously  influenc- 
ing the  judgment  of  consumers  against  their  own  best 
interests. 

That  cooperatives  can  compete  to  a  certain  extent 
wj.th  such  methods  is  demonstrated  from  coast  to  coast, 
Purc'iasing  cooperatives  have  gained  in  volume  and  off  ic:"  cncy 


right  through  tho  last  five  years  wh.llo  some  of  the  noct 
highly  respected  luicinooscs  v/ith  which  thoy  are  in  com- 
petition have  pasced  through  one  or  more  reorganizations. 
But  great  as  these  accompli slTrncnto  have  been,  they  do  not 
demonstrate  that  cooperative  purc]".aslng  can  be  ca.rried  into 
wider  fields  at  this  time.    Successful  cooperative  pur- 
chasing in  farm  sux)plies  except  in  a  feiv  cases  has  iDccn 
confined  to  a'  limited  nixmhci'  of  commodities.    To  go  be- 
yond the  present  lines  of  commodities,  coopor.ating  farmers 
themselve-:;  ..lUst  take  vastly  more  initiative  than  they  have 
as  yet  demonstrated  t?aat  thoy  are  likely  to  take.    Here 
lies  a  challenge  to  farmer  leadership  and  an  obligation 
for  the  educational  forces  dealing  with  fs.rm.  problems , 

Under  a  sound  policy- making  dircctor.ate  and  effective 
executive  responsibility,  a  largo  number  of  dcpartm.cnts 
can  be  developed   at   the  present  time.    But  these  de- 
partments must  get  their  message  across  clearly  to  the  con- 
suinor  members  <ti^  they  v/ill  fail  to  make  the  service  for 
v;hich  they  are  responsible  effective.    Consumer  members 
must  learn  to  seek  to  absorb  intelligently  the  facts  about 
the  products  each  dcpartm_ent  develops.    Concise  leaflets 
describing  accurately  the  comT.iodities  can  be  developed, 
but  unless  they  a.re  reserved  for  tho  m.embers  interested 
instead  of  being  broadcast  to  .all  members  the  cost  will  be 
needlessly  great  and  m.embers  will  be  sv/amped  with  printed 
matter. 

As  the  number  of  services  grows,  the  association's 
publication  m.ust  confine  itself  to  illustrating  the  prin- 
ciples on  viiich  the  departments  opcra.to  in  the  members' 
interest.    It  can  devote  less  space  to  detailed  informa- 
tion on  t:ie  .articles  handled  ixi  oacli  of  t\\o   various  dcpart- 
riients.    Confidence  must  be  maintained  in  details  by  tJie 
reiteration  of  t^ie  soiund  principles  under  v/hich  thoy  arc 
selected  and  handled  and  by  tho  performance  of  tho  goods 
themselves  as  members  put  thcri  to  good  use. 

The  field  men  who  cotild  keep  themselves  intir.atoly 
informed  on  a  fev;  services  bcco]ie  'lopolcssly  involved  if 
thoy  try  to  do  so  with  m.any  services,  i-'ui'thQPmore  >    it  is 
not  possible  for  them_  in  tho  field  to  do  justice  to  a  long 
list  of  services  each  subdivided  into  a  long  list  of  speci- 
fic commodities.    They  must  confine  themselves  more  and 
more  to  problems  oi    local  orgcaiization  snid  to  handling 
mi  sunder  st.andings  which  are  bound  to  arise.    These  mis- 
understandings, incidentally,  if •  properly  handled  arc  fre- 
qiTontly  the  means  of  driving  home  the  real  significance  of 
the  purcb.asing  set-up  to  the  farmer  who  has  not  bothered 
to  inform  himself  on  the  orgcuiisation  while  things  have  boon 
going  in  a  relatively  satisfactory  way. 

Certainly  local  representatives  cannot  be  expected  to 
know  much  more.    Local  representative-^  cannot  keep  posted 
on  all  the  details  of  all  the  services  available  and  at  the 
same  tim.e  come  around  to  eacji  mcml;er  for  orders  at  the  right 
intervals  for  each  department  if  the  num.bcr  of  tho  depart- 


/i 


inonts  incrcaocs  and.  the  corTtnodltics  handled  by  each  ex- 
pands . 


There  Is   but  one  answer.    The  service  can  expand  be- 
yond conparatlvely  narrow  limits  -  Important  as  the  limited 
list  of  services  nay  be  -  only  7/hcn  the  farrier  leadership 
Is  able  to  develop  in  the  mind  of  the  consm-ior  farrier  for 
v/hoiTi  all  this  exists  and  on  whom  it  depends  that  he  must 
assiuiiG  the  responsibility  for  using  the  service,  that  he 
must  be  active  not  passive,  that  he  must  go  to  his  associa- 
tion and  support  it  if  it  is  to  develop  to  the  full  in  his 
Interest,    Cooperation  cannot  develop  as  it  should,  and 
remain  a  "let  George  do  it"  affair. 


ProfcasQi'  .'^,  E,  Canco,head  of  t.'To  department  of  Agricul- 
tural Econoiiics  at  Massachusetts  State  College,  talked  on 

^vVliat  tbxc  Farm  or  Should  Dcr^and  of  his 
C o op er a t i vo  Fur cha s i n g  Organization 

As  a  preamble  I  remark  that  the  cooperative  associa- 
tion for  t]ie  ptirchase  of  agricultural  rcquirem.cnts  is  the 
easiest  to  bring  into  being  of  all  cooperative  business 
organizations.    Often  it  is  the  easiest  to  maintain.    In 
pa.rt  this  is  because  it  requires  little  or  no  cooperative 
effort  on  the  part  of  tiie  micnbers.    They  have  little  or 
no  individual  responsibility,  either  moral  or  matci-^ial. 
They  r.iay  i:iakc  no  conscious  contribution  to  the  finances, 
sign  no-  contracts,  pass  no  entrance  examinations. 

On  the  other  hand,  rightly  conceived,  the  uscrsr 
cooperative  association  m.ay  exemplify  better  than  any 
other  the  cooperative  v/ay  of  living  -  a  social  order 
built  on  consut-.icrs  and  workers  rather  than  on  producers 
and  capitalists. 

Some  years  ago  1  spent  some  thriC  v/ith  the  managers  of 
one  of  the  greatest  cooperative  organizations  that  has 
been  ;  :i  going  concern  for  nearly  a  century.    It  has 
probably  five  million  members  and  supplies  tea  and  jam 
and  insurance  and  hom.e  lonns  and  other,  things  to  one  third 
of  the  poptilation  of  the  United  Kingdom.,   Nov/here  in  all 
my  travels  .and  studies  have  I  found  a  better  un.derstciid- 
ing  of  cooperative  enterprise  or  a  more  intelligent  appli- 
cation of  cooperative  princi-:les  to  business  management. 
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One   of  tJie  very  important  commodities  is  tea.    The 
tea  supiiljr  division  is  housed  in  a  tremendous  warehouse, 
redolent  with  the  aroma  of  tons  on  tons  of  choice  leaves 
packed  from  oriental  plantations   ovmcd  by  t^ie  cooperative 
and  transported  to  England  on  their  ovm  boats.    On  one 
floor  is  a  tea  blending  departm.ont  and  a  great  laborr^tory 
fitted  with  rows  O-f  gas  burners  and  pots  for  browiiig  tea. 
Before  supplying  any  little  local  cooperative  store  with 
tea,  the  store  is  asked  to  send  in  a  sample  of  Its  water. 
In  tlio  laboratory  the  experts  expcrim.cnt  v/ith  blends  of 


tea  ^vlalch  they  brew  In  the  local  water  until  o  -.rrfoct 
blond  of  tea  ojid  water  is  found.    This  tea  "ouichaninn- 
service  is  typical.    The  society  is  organized  for  the" 
MvS"''  °i  fondcring  satisfaction  to  its  ncinhers, collec- 
tively and  individually.    Tea  and  a  hundred  other  articles 
are  produced  in  plants  or  on  farns  owned  ■  or  conSoiled 
rJ^   i""   society,  transported  and  i.icrchandi sod  without 
lit  for  the  satisfaction  of  mllions 
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ei  users 


3  one 
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Himdrcds  of  factories  operated  by  the  societ^r  turn 
out  tne  shoes  and  cloth  and  chocolate  and  breod  end  sop-. 
and_garr:iom:s  and  a  host  of  ot^.cr  things;   flour  nino  of 
their  ovm  turn  out  trefnendoi^s  qua?atitjes  of  flour 
!^,f,f^  ^^°^"^  ^'^-c;-at  raised  on  their  ovvn  Canadian  farn^. 
J'alk  routes  and  uillinery  shops,  sanitoriuns  and  librox- ■  ^;., 
banks  raid  real  estate  subdivisions,  all  arc  con-;rchcndcd 
in  the  services  of  society  for  their  o^vn  satisfaction. 
Tncir  activities,  fxro:  uo' uidc.ac   their  constructive  iragi- 
nation,  coimnon  desire  and  business  sense  can  mkc  thov:. 
The  greatest  of  these  is  enlightened  inagination. 

Breeds  and  seeds  arc  raattcrc  of  groat  nonent  in 
successful  fanning  but  never  ^ontil  I  saw  controlled, 
cooperative  breeding,  seed  production  and  distriputior  did 
1  realize  i:he  far-reaohlng  posslhilitics  of  cormunity 
eilort  m  such  a  program. 

Probably  every  one  knows  what  the  Danes  have  done  in 
^^''^'^/^^oczxons.        They  sold  bacon  and,  consecjaontl-r, 
needed  tne  nost  econoriical  and  effective  bacon  -;roducJng 
hog.   For  a  tine  they  purchased  English  YorksMres  and 
produced  ax  airly  satisfactory  cross  bred  animal.    But 
the  corxiunity  breeding  societies  had  inagination  and  soon 
they  developed  a  native  hog  that  perfectly  answered  their 
piu'poses.    Careful  selection  and  efficient  disti^ibutior 
enables  every  cooperative  bacon  factory  to  obtain  a  full 
quota  01  those  hog 
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They  have  done  nuch  the  sane  with  cattle. 

They  were  inpressod  with  the  dcsirabilitv  of  -ood 
seeds,  _  true  to  type,  vio.ble,  and  well  suited  to  thSir  soils 
and^clinate.   Again  they  called  on  their  ccopcrativcc. 
Again  the  cooperatives  used  their  ocononic  sense  rnd 
magmation.   miy  not  raise  your  own  seeds,  grov/n'  under 
i^^^'Jr  if^  conditions,  and  let  your  purchasing  socictv 
handle  then?   Use  your  ov;n  capital  and  resources,  keep 
you^  own  surplus,  and  give  your  ovm-neighborinn-  far-ers 
perfect  seed  satisfaction?    So  it  has  ::.ne  to^.ossV 
connunity  needs  arc   net  by  cooperative  con::iunity  smply 
and  the  non-profit  cooperative  distributes  the  product. 

This,  I  naintain,  is  the  imiediate  objective  of  the 
purcnasmg  association  -  to  give  con-5lcte  ^ourchasin.o- 
service  to  all  vho   are  capable  and 'qualified  to  assu-c 
"Che  rcsponsioilitics  of  renbership. 


Cooperative  purcl'iasing  .soclotioc  liavo  a  riiGnljcrr.iMi) 
of  forty  nlllioriG,    The  United  Kingdom  alone  liac  nearly 
five  r.iillion  cooperative  ctorc  uonbcrs  who  do  a  norr.ial 
buGlnoss  of  $800,000,000  yearly.    In  spite  of  the  greater 
cnthuaiasr.  for  collective  selling  in  /juerica,  to  no  there 
is  no  question  that  throTighout  the  world  the  real  meaning 
of  cooperation  has  been  more  fully  tinderstood  by  both  the 
loaders  and  'the  members  of  buying  societies. 

In  the  first  place  these  arc  in  reality  consiLmor 
organizations,  in  spite  of  the  fact  that  many  of  them 
distribute  producers'  goodr,  to  those  who  use  then.   Now 
all  production  is  designed  directly  or  indirectly  and 
finally  for  the  benefit  and  satisfaction  of  the  user  or 
consumer.    The  organization  of  industry,  large  or  snail, 
is  very  sir.iplo.    Industry  is  :.ierely  a  group  of  men, 
v^orking  in  various  cooperative  or  competitive  relations, 
striving  to  earn  a  living  by  producing  some  commodity  or 
performing  some  service  that  (society)  the  community 
requires.    Stated  in  this  way,  few  will  diEpi''t^  the 
definition.    Moreover,  few  will  think  far  enough  t o 
grasp  its  signif Ivancc,  although  the  sponsors,  spokesmen 
and  adn.ini3trators  of  the  now   deal  have  roiteratod  It  a 
thousand  tines  in  a  thousand  different  phrases. 

First,  it  means  tliat  industry  has  a  social  purpose, 
service  not  irivatc  gainj   second,  tl.iat  the  control  of 
industry  should  bo  by  those  for  whom  the  service 'is  per- 
formed -  this  means  social  control  a.nd  direction.    Third, 
by  implication  ,  those  who  perform  no   service  shall  re- 
ceive no  pay. 

The  cooperative  "distributive"  societies  have  recog- 
nized this  social  order;   v/hcn  uicy  want  a  certain  number 
of  articles  for  a  specific  purpose  they  make  then,  or  have 
them  made,  pay  the  makers  a  livelihood  for  making  them,  and 
put  them  in  use.    If  they  ns.kc  thcm,the3r  fu.rnish  the 
capital,  provide  the  laborers,  su.pply  the  raw  material 
and  direct  the  operation.    There  is  no  profit,  for  in 
this,  economic  order  service  can  be  had  without  profit, 
since  competitive  risks  arc  greatly  reduced. 

In  contrast  is  the  economic  order  ba.sod  on  private 
rights,  private  profits,  individu^al  acquisition.    In 
tbr'  present  conpiicatcd  way  of  life  it  is  just  as  Ir.^possi- 
ble  to  condu.ct  a  society  bo.scd  on  private  rights  and 
vested  interests  as  it  is  to  maintain  city  auto   traffic 
without  stop  lights,  traffic  regulations  and  traffic 
officers.    Individual  liberty  is  based  on  social  control 
for  social  service. 

The  cooperative  social  order  lies  botv.'ccn  individual- 
ism, v/hich  in  the  oxtrer:c  is  anarchy,  (and  agriculture  a.s 
conducted  the  world  over  on  a  prl\'-ate  individualistic 
ba.sis  has  been  called  agricultural  anarchy)  on  the  one 
hand  and  socialism  or  coiimunism.  on  the  othor.    To  my 
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r.ind  the  riiddlc  road  of  cooi'cration  carrlorj  most  of  the 
advantages  of  the  social  order  and  is  atlo  to  preserve 
the  advantages  of  Individual  initiative.    It  cnahlcs 
the  individual  to  work  and  choose  as  an  Individual, 
preserves  the  rivalry  bctv/een  efficient  producers,  v;ho  nay 
conpctc  for  quality  and  service,  and  introduce  dosirahle 
innovations  in  production  technique.    It  provides  for  a 
distribution  of  wcEilth  on  the  basis  of  the  contribution 
v/hlch  oac'h  indiv'ldual  r.iakcs  to  the  success  of  the  enter- 
prise.   It  subordinates  the  profit  raotivo  and  provides 
for  collective  action  in  the  interest  of  and  under  the 
control  of  the  consuncr  or  user.    Personally,  I  have 
great  faith  in  the  efficacy  01*  a  soundly  built  and 
intelligently  nanaged  cooperative  organization,  in  ]jarti- 
cular  a  cooperative  organization  of  purchasers  and  users » 

Most  f orris  of  cooperatj.on  in  the  United  States  which 
have,  as  I  have  said  dealt  with  iiarketing  products  are 
really  not  cooperative  in  the  true  sense  that  the  nenbors 
work  together  to  distribute  the  connodity.    They 
cooperate  to  hire  tior-o   agG?icy  to  do  the  work  for  then  and 
strive  to  control  the  agency  in  the  interest  of  econonlcal 
operation.    The  users'  cooperative,  on  the  other  hancT, 
nay  actiially  cngo.ro  in  the  collective  purchase  and  in  the 
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use  of  the  product.   They  are  chiefly  concerned  v/lth  the 
product  v.hich  they  r.iakc  or  purchase.    Consequently  they 
are  in  a  position  to  dcterriine  for  thenselvcs  whether  the 
article  works  satisfactorily  or  v;hether  it  needs  ar.icnd- 
nont.    The  ne2:ibcrs  arc. also  in  a  position  to  add  nev/ 
services  as  the  cooperative  ''iG.y  find  the  need  of  then  and 
nany  of  our  cocperativc  purchasing  associations  in  the 
United  States  have  broadened  their  progran  very  natcrially« 
Many  ::aarketing  associations  have  found  it  desirable  to  add 
pi:rc]iasing  dor, art;,^ents  in  order  that  the  equipnont  and 
supplies  wjiich  they  use  nay  be  purchased  reasonably, 
satisfactorily  and  with  regularity  in  accordance  with 
their  dciicnd  for  then. 

With  tb.is  introduction  I  cone  nore  directly  to 
certain  of  the  dcriands  Y/hich  cooperative  purchasers  nay 
rer^sonably  nake  upon  their  organi2;ation.    The  nininu:':i 
objectives  of  a  p-iirc'iasing  cooporativc  are  at  least  three; 
First,  reasonable  price.    Second,  adcquo.te  quality  a.s 
docned  by  the  prop^oscd  use  to  be  riade  of  the  article, 
chiefly  fron  o.  collective  vicivpolnt.    That  is  to  say,  it 
slioixld  be  t'ic  nost  econonlcal  in  quantity  and  quality  for 
the  puri'.ose  foi'  viiich  it  is  intended,  both  irtncdiately  a.nd 
over  a  period  of  years.    Third,  service,  which  ncans 
that  tJio  cooperative  ::ay  well  conduct  a  progran  of  educa- 
tion to  teach  the  nenbcr  how  and  when  to  use  the  product 
nost  e  ■"fcctively,    Collcctl\-^e  purchasers  nay  go  nuch 
farther  than  this,  but  these  at  least  seen  to  ne  to  be 
nininun  objectives.    In  a  little  norc  detail   I  would 
suggest  the  f ollov/ing  reasona.ble  dcnands  which  the  ncnbers 
laay  I'lake  and  should  be  encouraged  to  nake  of  the  organiza- 
tion. 


-'-•    Price  IcGs  thQ.n  the  sano  quality  and  scrvlco 
r.'urc]iaGcd  fron  conpctltivc  retail  sourccG, 
beoauce  a  -  Econonios  of  large  purchase   • 
li  -   Handled  at  reasonable  cost  for 

service 
c  -  Less  advertising  expense 
d  -  Loss  expense  for  outlay  to  "got  a 

grip"  on  the  buyer 
e  -  Better  balance  of  supply  and  dc;:iand 
since  deiiand  is  fairly  neasurable 
and  assured 
f  -  Fev;er  bad  debts  and  losses  because 
of  cash  transactions  or  careful  ex- 
tension of  credit 

2 .  Dependable  qua 1 i  ty ♦ 

The  r.ember  should  be  able  to  rely  with  perfect 
assurance  on  the  statc;..ents  of  the  association, 
lie  can  well  donand  that  there  be  no  exaggera- 
tion, no  Lmtostod  statciicnt,  no  purchase  nado 
throii.gli  fraud,  no  special  bonuses  or  p-ifts  or 
perquisites  taken  'oj   his  officers  to  handle  the 
goods, 

3.  Pull  weight  or  count  or  i-.ieasure. 

The  coor;cratlvG  r.ianagcr  has  no  reason  for 
habitually  giving  I5  ounces  for  a  ^loujid  or  re- 
packing the  basket  so  tJiat  ten  percent  of  the 
contents  can  be  rcnoved  and  yet  a  basketful 
reriain, 

k.  Purchasing  service. 

Testing  or  dor.ionstratlng  the  quality  rnd 
serviceability  of  the  goods, 

a  -  Buying  on  specification 

b  -  Buying  on  the  basis  of  coripetl- 

tivo  test 
c  -  Carrying  on  dcr.ionstrations 
d  -  Buying  on  the  authority  of  official 
laboratory  research  or  unprc.Judic- 
cd  private  laboratory  experimenta- 
tion 

(1)  -  Chciiical  and  physical  tests 

(2)  -  V/orlcing  tests 

(5)  -  Bureau  of  Standards 
(Ij.)  -  State  and  Govcrnnont  purchas- 
ing bureaus 
(5)  -  State  oxperinent  stations 

Set  up  a  cooperative  testing  service,  includirg 

the  various  large  cooperatives. 


5. 


o. 


Producing  the  articles  in  ovm  nills  or  on  con- 
trolled  f arras. 


7,  Service  to  users  (the  filling  station  conrtosj^ 
and  service) 

8,  a  -  How  nuch  to  use, 

b  -  Vtoen  to  use  and  voider  what  conditions, 
c  -  How  to  Ti.sc  in  a  particular  situation  - 

alfalfa  prod\iction  for  example, 
d  -  Service  in  operating  riachincry, 

8,  Purchasing  infornation  in  general  -  cither  give 
the  infornation  or  tell  whore  to  get  it  -  on 
various  subjects, 

9,  Indicate  h.ov/  the  purchasing  association  can 
assist  in  otlicr  cooperative  undertakings, 

10,  Advci.nco  at  least  a  step  a  year, 

11,  Der.ionstrate  constructive  inagination. 

12,  Ivvop  the  r:cj:ibcr  f-ally  inforncd  and  active, 

15,    The  rjanager  to  give  all  his  attention  to  pror.iot- 
in.n:  the  interests  of  the  Kicnbers, 


The  next  and  last  speaker  v;a.3  Roy  D,  Hunter,  Director 
of  the  Eastern  States  Parr.icrs  '  Exchange;,  who  gave  his 
interpretation  of 

V.'hat  th_o  Farr.ier  Owes  His  Cooperative 


Purchasing  Organization 

I  frequently  hear  farnors  say  that  they  use  Eastern 
States  feed,  3ced  and  fertilizer,  because  they  regard 
then  as  of  better  quality  than  they  can  get  fron  any  other 
soT-iroe,    Perhaps  most  of  vis  lot  it  go  at  that,   Hov/evcr, 
I  tliink  that  subconsciously  at  least  wc  all  feel  that 
there  is  much  more  to  it.    That  buying  through  a  coopera- 
tive is  something  more  than  a  m.oeting  of  buyer  and  seller. 
That  there  is  an  interest  and  relationship  that  carries 
us  much  deeper  into  the  matter,  tho.n  wc  get  or  have  a 
right  to  go  when  we  buy  Smith's  food  or  Jones'  fertilizer, 
\Vliat  is  tJiis  interest  -  tiiis  relationship,  and  what  stops 
should  we  farm.ers  take  to  make  good  on  our  end  of  it. 
First  what  arc  v/e  interested  in  ?   Miat  arc  we  related 
to? 

r/lion  cooperative  ;)ur chasing  was  started  in  this 
region  about  fifteen  years  ago,  its  purpose  was  to  cut 
dovm  prices,   Tliis  was  easily  done  for  prices  wcro  too 
high.    Before  long  prices  camo  dovm.    If  prices  were 
the  sole  reason  then  the  only  function  of  the  cooperative 
was  to  insuJTo  against  the  return  of  high  ones. 
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AlDout  tlic  tine  tills  stago  was  rcaclicd,  a  profound 
change  began.    The  studios  of  soil  and  anlnal  nutrition, 
and  of  seed  strains  and  viability  bore  fruit,    Knov/lcdge 
of  how  to  produce  better  feeds,  seeds,  fertilizers  and 
other  things,  becanc  available  in  increasing  ainounts  from 
nany  cxporinent  stations.    The  field  of  usefulness  as  • 
contrasted  with  vcndability  was  opened  up,  and  it  was 
clearly  up  to  the  cooperatives  to  cultivate  it. 

It  is  now   generally  held  I  bolievo,  t]o.at  a  coopera- 
tive should. not  only  be  a  dcnonstration  that  an  essential 
service  can  bo  conducted  without  profit,  bu.t  that  that 
service  can  be  better  becatisc  its  objective  is  the  single 
one  of  service,  unhanpered  by  the  opposing  objective  of 
profit . 

V/ith  this  concept  in  mind,  what  arc  the  obligations 
of  the  fo.rrfi.cr  nember?    I  think  we  v/ill  all  agree  that  the 
ideal  cooperative  nust  have  a  well  infornod  nenbcrship',  a 
strong  Board  of  Directors,  and  a  sound  nanagcnent.    It 
is  the  function  of  the  nenbcrs  to  elect  the  Directors,  and 
of  the  Directors  to  appoint  the  nanagev'ont.    It  is  cvi*-  -■ 
dent  then  that  the  farr.icr  ricnbcr  should  becone  as  well  in- 
fornod as  possible  regarding  his  cooperative.    That  he 
shou.ld  sock  knov/ledge  of  its  ains,  accor'plislmcnts  and 
personnel,    I  cannot  lay  too  much  stress  on  the  last  point, 
namely;   the  personnel.    The  setup,  the  ains  and  the 
accompli sh-nents  will  be  no  better  than  the  men  who  con- 
duct them.. 

It  should  not  be  difficult  for  a  member  to  acqudrc  a 
working  knowledge  of  his  cooperative.    Its  publications 
and  reports  will  su.;p  ly  it,  or  if  they  do  not,  v;arrant 
the  belief  that  all  is  not  well.   Expand  membership  con- 
fidence.   x"j.cquaintance  with  Directors  and  employees  is 
easily  made.   Attendance  at  m.eetlngs  takes  tim_e,  effort 
and  perhaps  some  expense,  but  there  is  no  knovm.  substitute 
if  the  miombership  is  to  meet  its  obligations. 

Let  me  say  that  In/opinlon  proxy  voting  for  a  co- 
operative  is  open  to  s'erious  objections,    I  see  a  strong 
distinction  between  the  relationship  of  a  stocklioldcr  in 
a  conxicrcial  corporation  to  tlie  directors  and  nanagcnent, 
and  that  of  a  cooperative  m.ember  to  his  directors  and 
m.anagej'.ient.    The  first  is  essentially  a  capitalist,  the 
second  is  essentially  a  consui'.:cr.    The  corporation  is 
operated  to  make  a  m.oney  profit  out  of  the  public  at 
large,  for  the  benefit  of  the  stockholder.    The  coopera- 
tive perform.s  services  for  the  members  at  their  cost. 
The  membership  is  therefore  an  employer,  and  not  a  capit- 
alist.  Prom,  a  cooperative  standpoint,  proxy  voting  is  a 
surrender,  rather  than  an  exercise  of  the  menbcrs'  respon- 
sibilities.   The  election  of  directors  is  the  chief 
executive  fionction  that  the  member  as  such  can  officially 
perform.    The  continued  grov/th  and  usefulness  of  a  co- 
operative depends  to  a  very  considerable  degree  on  the 
str:".ngth  of  the  board  of  directors.   Hence  the  importance 
of  member   attending  elections  and  giving  his  best 


tiaouglit  to  scc-uring  for  the  cooperative  the  services  of 
t'i.e  best  r.ien  for  the  job.    The  helpful  relationship  does 
not  by  any  ncans  end  here.    The  constructive  criticlsji  of 
mcnbcrs  expressed  to  directors, is  of  the  greatest  value 
in  keeping  the  whole  organization  up  to  concert  pitch. 

Lot  no  here  register  ny  opinion  that  a  director^ 
officer  or  staff  ];ier.iber  of  any  cooperative  who  co.nnot 
patiently  and  syripathctlcally  receive  crlticisns  and 
cor.iplainfcs  is  not  fulfilling  the  first  obligation  of  his 
office.    The  cooperative  r.iover.ient  in  New  England  is  not 
new.    Its  history  records  both  successes  and  failures. 
As  I  ujiderstand  it  the  business  of  the  Now  England 
Institute  of  C coper ation^^o  study  the  factors  that  r.iahc 
for  success  and  those  that  nake  for  failure  and  to  get 
the  results  of  its  studies  adopted  in  practice. 

There  is  anple  evidence  that  the  farir^ers  or  at  least 
^'-   gprrt  ncny  '  of  then  want  this  Icind  of  leadership, 

I  believe  t;ie  Institute  Lias  a  field  of  usefulness  and 
tb.at  the  futi:ire  of  cooperation  v/ill  be  nuch  affected  by  its 
v/ork.    If  in  the  future  some  of  the  ni stakes  can  be 
avoided  and  nev'  successful  ground  broken,  the  Institute 
will  have  Many  tines  justified  its  exlstance,   Coopero.- 
tives  can  degenerate  into  raclcots.    Constant  vigilence 
is  price  of  liberty.    An  alert,  interested  inenbership 
is  not  only  the  best  defense  against  degeneration  but 
also  the  greatest  stinulation  to  progress. 

Cooperative  ppurchasing  began  here  only  half  a 
generation  ago.    It  has  nade  good  progress,    l^Vhat  future 
generations  v/ill  find  in  it  depends  on  hov/  soundly  it  is 
carried  on  in  our  tine.   Anyhow,  that  is  as  far  as  our 
responsibility  goes, 

';Ve  find  tiiat  iiiu.Gh  of  our  group  interests  are  opposed 
by  self  or  individual  interests ,  ^iifitTi'liiS  Units  our  social 
progress.    Cooperative  purchasj.ng /its  field  seens  to  be 
a  practical  solution  of  the  conflict  of  interests.    It 
is  a  denonstration  that  groiip  action  can  be  in  line  v/ith 
self  interest. 

In  ny  judgjaent  it  is  clearly  the  duty  of  the  ncjaage-  ■ 
nent  of  a  cooperative  to  keep  the  nenbership  inforned,    I'b 
is  equa.lly  the  duty  of  the  farner  nenber  to  cooperate  by 
an  active  interest  in  all  the  affalr.<2  of  the  organ! .nation, 

.5^  "Cession 

Mr,  '.Vood; 

In  regard  to  this  general  cooperative  buying  novonent, 
there  are  nanjr  places  in  New  England  where  the  agricultural 
outlook  does  not  prcdoninate.    There  is,  as  you  all  know, 
an  increase  in  cooperative  purchasing  on  the  part  of  the 
general  public,    I  wonder  whether  cooperative  action  or 
cooperative  buying  or  the  principles  of  consuncr  coopera- 
tion could  not  bo  stressed  in  the  public  school  systcns 


^""/'l^^^^^'-^^^^tazo  and   to  the  Interest   of  r.iorc  ^oeorlc 
and  to   the   ultinatc    education  of   then  If  wc   followed 
closely  along   the   line   of  agric^altural   cooperctlon 
m   our    teachin.r;.  c.oxun 
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PROCEEDIITGS  OF  TI-S  "IliTE  AITIUAL  lEVf  SI'GLAITO  IITSTI?UT5 

OF  COOPERATIOi: 

linherst,  Mass.  June  9.  10,  and  11,  1936 

Tuesda;;^  afternoon  Jane  9 

Sii"b,1cct;  Ivev/  England  and  ITatioual  Afcricultural  Policy 

Chairman,  G-eorge  1.1.  Putnam,  Farmer,  and  President  ITev;  Hampshire  State  Farm 
Bureau  Federation,  Contoocool:,  JTe'.v  Hampshire. 

Tr.e  l'u::th  Annual  New  Sngla:\d  Institute  of  Cooperation  was  called  to  order 
'by   the  chairman  at  1:30  p.m..  Tuesday,  June  9,  193° >  ii"  Bowher  Auditorium  of 
Stockhridge  Hall,  Massachusetts  State  College. 

A  v/elcom.e  was  extended  to  the  Institute  hy  President  Hugh  P.  Balcer  of 
Massachusetts  State  College. 

The  Soil  Conservation  Act  and  New  England  A-;i-iculture 

By  Henry  A.  'Tallace,  Secretary  of  Agriculture,  TTashington,  D.  C, 

It  is  necessaj-y,  it  seems  to  me,  in  any  true  nation,  for  a  contiiiiing 
interchaiage  "between  those  who  are  of  necessity  vested  v,'ith  a  certain  amount  of 
central  authority  and  "by  those  r/ho  arc  vested  with  a  certain  amount  of  authority 
in  other  places.   In  other  words,  I  am  suggesting  that  New  England  is  a  part  of 
the  United  States  just  like  the  South  or  the  Middle  'Vest  or  the  Far  '.Yest ,  and  we 
in  Washington  recognize  it,  and  I  iDclievc  you  here  rccogaiize  it,  in  so  far  as  cer- 
tain functions  are  concerned. 

I  "believe  that  there  is  a  continual  interplay  "between  the  diversity  which 
represents  the  states  and  the  u^iity  which  represents  the  iiation,  and  that  all  peo- 
ple in  the  country  can,  with  profit,  thinl<:.  On  certain  occasions,  we  thinlc  much 
more  strenuously  ahout  that  pro"blem  than  on  other  occasions. 

'Tlicn  there  had  "been  a  period  of  such  diversity  that  something  had  to  "be  done 
a"bout  it,  some  "bright  young  men,  Madison  and  Hamilton,  decided  that  a  convention 
would  he  held.  Next  year  we  will  celebrate  the  150th  anniversary  of  the  results  of 
that  convention.   In  solving  the  pro"blem  of  the  rights  of  diversity  or  the  necessi- 
ty of  the  unity,  I  presujne  v;g  have  forgotten  the  proper  interplay  of  those  factors. 
!Ye  have  ".'.^d  to  think  of  the  national  point  of  vie\7,  and  of  the  states'  point  of 
view;  and  when  that  has  "been  forgotten,  we  com.e  to  the.  great  pro"blem,  particularly 
a  prohlcra  that  came  to  pass  in  order  to  account  for  the  point  of  view  of  the  whole. 

The  ncces'jary  adjustment  v/as  primarily  bought  at  a  very  great  price,  and 
again  and  again,  when  v/e  have  pluiiged  into  great  difficulties,  we  have  had  to  thiiiilc 
about  f.is  pro'olem.   We  have  had  to  thlnlc  about  it  especially  since  1930,  because 
of  the  fact  that  the  whole  nation  iiad  been  brou^^t  to  face  the  results  of  a  lost 
foreign  market  for  the  products  of  some  50  million  acres  of  farm  land.   First, 
this  concerned  the  hog  fanner  of  the  Middlewest  and  the  tobacco  and  cotton  farmers 
of  the  South,  and  the  wheat  farmer  of  the  West,  and  their  products  fell  to  one-third 
of  the  '29  level,  New  England  fell  to  5S  percent  of  '29  and  New  England  v/as  in 
difficulty.  Not  the  same  difficulty,  however,  for  the  difficulty  had  come  to  Nevjf 
England  in  considerable  measure  because  those  farmers  of  the  South  and  Middle  Wost 
had  stopped  bijiying  goods  manufactixrcd  in  the  East. 
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Maiiy  factories  on  the  Atlaiitic  Coast  dicti't  operate  the  v;ay  they  had  'oefore, 
and  the  workers  in  those  factories  dio^'t  btty  vegetalDlcs,  eggrj,  or  milk  an  they 
had  "before.   The  trouble  comi:ig  first  to  the  farmers  in  tlic  West  and  Middle  West 
spread  to  Hew  England,  and  we  realized  that  wc  had  been  all  one  for  many  years. 
There  is  really  no  need  i"or  ray  mentioning  this  iic-tter.   I  do  want  to  drive  home 
at  this  particular  point  the  thought  that  this  proTDlem  of  converting  the  diversity 
into  the  unity  will  "be  with  us  always.   It  is  the  very  essence  of  human  life.   As 
a  matter  of  fact,  for  our  own  individual  thinking,  you  and  I  want  to  ootain  a 
measure  of  that  expression. ■ 

We  mast  observe  trie  rights  of  others.   T/*-at  applies  also  to  political  u:iits. 
We  crave  that  right;  t':at  right  is  ours  but  in  exprcsysing  it  of  necessity  we  mast 
observe  and  remember  the  rights  of  other  couj-itries.  As  farmers  express  their 
rights,  they  mast  remember  the  rights  of  th.c  "ousiness  man;  as  states  express  their 
rights,  they  mast  remember  other  states.  T:'.cre  v/ill  bo  trouble  al-cad  if  they  do 
not.  Tho   rights  of  the  individual  states  can  be  realized  more  nearly  by  appreciat- 
ing the  riglits  of  tho  oth.cr  individual  men  and  other  states  aiid  appreciating  the 
unity  of  tho  whole  fian  they  can  by  going  at  it  in  a  more  or  less  Artie  fashion. 

In  the  old  dac's,  of  cohtso,  when  there  was  always  land  to  be  occupied  in 
the  West,  there  was  no  need  to  thinlc  about  this.   ITov/  that  land  is  occu.picd,  v/g 
can  no  longer  '---.andle  it  simply  by  going  otit  TJcst  or  by  exchanging  our  surplus  pro- 
ducts.  How  that  there  are  no  longer  the  sircrale  solu.tions  that  do  not  demand  any 
unified  thinl;ing,  v;c  do  find  it  necessary,  as  individuals,  to  subject  our  thinking 
to  the  consideration  of  \fcat  arc  the  necessities  of  the  wlxile,  to  mind  the  extent 
to  \7hich  our  particular  problem  may  flow  out  of  tr.c   problems  of  the  South  or  the 
West,  problems  that  "".ave  been  unsolved. 

This  is  no  new  a.octrino,  the  heart  and  essence  was  described  by  St.  Paul, 
"We  are  all  neighbors  one  of  another." 

Uew  England  agriculture,  originally  oi-ganizcd  as  a  form  of  self-sufficient 
domestic  economy,  today  consists  largely  of  the  prod\\ction  of  products  eith.er  so 
perishable  in  their  nature  or  so  bul2:y  in  rela,tion  to  value  that  they  can  be  pro- 
duced to  advantage  near  the  large  consuming  centers  of  the  Northeast. 

Self-sufficiency  in  Hew  England  agriculture  began  in  the  days  of  early 
settlement,  and  continued  until  about  the  middle  of  the  19th  century.  The 
development  of  industrial  enterprises  and  small-tovvn  manufacturing  dirring  the 
second  quarter  of  the  19th  century  marked  the  beginning  of  a  truly  commercialized 
agriculture  in  Nov;  England.   It  was  also  daring  fnis  period  that  the  iviie.dle  West 
v/as  being  settled  at  an  increasing  rate,  and  western  wool,  mea.t ,  and  cheese  began 
to  compete  with  New  England's  farm  products. 

The  end  of  the  Civil  War  a;id  the  continu.od  grov/th  and  development  of  in- 
dustrial centers  in  New  England  found  this  section's  agriculture  definitely  es- 
tablislied  on  a  commercial  basis,  T-~.is  period  also  marked  a  general  readjustment 
in  the  type  of  agriculture  which  prevailed  hero.   This  readjustment  was  forcod 
by  the  opening  of  the  agricultural  lands  in  t:ac  West,  and  the  improved  s^rstcm  of 
transportation  which  bron^it  lev;  cost  agricultural  products  into  local  markets 
to  compete  with  the  products  from  northeastern  fanns.  This  competitive  situation 
forced  the  fresh  beef  and  the  sl-eep  industries  out  of  the  northeastern  states. 
The  disappearance  of  these  livestock  industx-ics  forced  the  abandonment  of  prac- 
tically half  of  the  farm  land  in  the  New  England  states. 
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Duri'.-g  this  period  of  r^ad/justrncut ,  ITcv/  Eugla:;d  farmers  straggled  to  fi:^d 
new  cnto.-pris-s  v/hicl:.  v/naild  uot  in;.r.  afoiil  of  the  compotitioii  from  tno  new  agri- 
cultural West. 

T'lc  "bcginiiing  of  t';c  World  ""ar  fou:.d  New  England's  agricultiu-o  adjusted  to 
the  new  set  of  economic  conditions.   This  adjustment  riade  itnclf  evident  through 
the  -production  of  specialized  t:^C3  of  farm  products  which  could  ho  marhctcd  to 
advantage  on  local  raa,rhct5..  Dairjing  ocoa  'C  the  badchonc  of  Few  Englar.d  agricul- 
ture, v;/iich.  was  rounded  out  ":■;;•-  f  e  production  of  fruits,  vcgctaoles,  "ooultry  a:id 
pou-ltr^-  products:  and  "orcst  products.   Intensive  centers  of  rc-'\ta,ble  production 
for  local  rnarhcts  were  dcvelppcd  nca.r  t:\e  industrial  C'"..tc:'S.   Pciculiar  soil  co:\- 
ditions  lent  themselves  to  f'.e  specialized  production  of  potacoes  in  Ar-'ostooh 
Countj',  Maine,  tohacco  r.nd  onions  in  Connecticut  valley,  cranberries  in  certain 
sections  of  Massachusetts,  etc;  Also  during  this  pc  riod  of  grov/ing  incustrial 
activit;"-  in  I'cw  England,  part-tir.ie  farming  expanded  in  arcao  near  industrial  centers. 

The  end  of  the  World  '.'feir  hr.aiijht  vlth  it  tlie  neccsaity  for  new  adjustments 
in  Aiivrican  agrici\lturc.   -•'or  t!:.e  nation  as  a  whole  the  problem  of  adjustment  was 
one  of  meeting  t:ie  situation  v;hich  has  been  caused  by  the  loss  of  foreign  marhets 
for  American  farm  products j  For  I'cv/  England  this  problem  of  adjustment  was  somc- 
w'  at  .'.ifferLnt  but  not  unrelated. 

The  loss  of  forei;;n  -.a,;:'hets  for  American  farm  products  resulted  in  an  in- 
crea:jed  amotrnt  of  pressure  on  t"..e  domestic  marhets.   This  pressure,  coming  from  a 
mad  scramble  of  v/cstorn  farmers  to  find  agricultural  enterprises  in  which  they 
could  lose  less  money  t!ian  they  J-ad  formerly  been  losing  "o-:j   producing  ,  grains  and 
meat  produ.cts  for  declining  export  markets,  h^ad  a.  serious  effect  on  the  agricul'aire 
in  the  I:Tortheast.   It  resulted  in  increased  competition  in  the  production  of  dairy 
products,  poultry  and  poultry  products,  arid  to  a  certain  extent,  fruits  and  vege- 
tables.  The  competition  v.'as  intensified,  by  the  im-orovemcnts  which  "'a.d  been  made 
in  transportation  facilities.   T!\esc  improvements  ha,d  given  to  the  dairymen  of  the 
nation  glass-lined  and  refrigerated  tanl:  cars  in  which  they  could  ship  their  milk 
and  cream  hundreds  of  miles.   Similar  improvements;  also,,  had  opened  up  new  markets 
for  far-off  fruit  and  vegetable  growers. 

Coupled  v/ith  the  distress  in  agriculture  was  the  declining  trend  of  consumer 
income.  Uev/  England  fpj*mcrs,  largi^ly  dependent  on  nearby  industrial  centers  for 
their  i.iarhets,  found  tha-..  larjc  portions  of  these  outlr-ts  had  practically  cUs- 
appeared  because  of  grovdng  uncmplo.,T-!ent  and  curtailed  cons-uuncr  buying  pov/er, 

the  situation  throughout  the  whole  country  had  reached  the  critical  stage 
by  the  end  of  1S32.   American  agricultujre  had  two  altei-nativcs :   either  restore 
the  foreign  outlets  '.vhich  '"ad  been  enjoyed  during  the  days  of  the  World  War,  or 
else  maize  the  necessary  adjuGtm.cnts  in  production  which  \tou16.  overcome  the  then 
existing  and  ■Dossiblc  future  pricc-dcpressiiag  surpluses. 

?or  the  country  as  a  w':olc  cash  receipts  from  the  3alc  of  principal  farm 
products  dropped  59  percent  from  1929  to  1932. 

For  Kev/  England  as  a  v.-hole  cash  receipts  from  the  sale  of  principal  farm 
^products  declined  only  U2  percent  from  1929  to  1932.   Thus  wo  find  that  Few  England 

lid  not  cirporience  the  low  level  of  prices  as  did  the  farmers  in  the  major  agri- 
' cultural  areas  of  the  country  where  production  v/as  geared  to  export  outlets. 

T^-C  paro,dox  of  mountains  of  v;heat  on  t/.e  nation's  farms  and  in  its  ware- 
houses, and  miles  of  bread  lines  in  our  indi'.strial  cities  served  to  emphasize  the 
stark  realities  of  conditions. 


Yo^^  v;ho  are  associated  with  the  Ucv/  England  Institute  of  Cooperr.tion  arc 
familar  v/ith  the  steps  v/hidl  Y;crc  taircn  in  the  earl;-  part  of  1933  to  meet  the  prob- 
lem confronting  American  agriculture.   You  will  recall  that  in  Ma7  1933  the  Agri- 
cultural Adjustment  Act  'bcca'ac  a  law.   Under  this  Act  we  tried  to  alleviate  the 
pressure  of  surpluses  and  "bring  ahout  an  adjustment  of  production  of  "basic  agri- 
cultural conmodities  more  ncajrly  in  accordance  with  effective  demand  conditions. 
More  than  three  million  farm.ers  cooperated  V7ith  the  Federal  government  in  the 
operation  of  those  programs  .up  to  t"ne  time  the  Supremo  Court  rendered  its  decision 
in  the  Hoosac  Hills  case  on  Jr^mary  6  of  this  year, 

T"nc  fuiictions  of  the  prodiiction  adjustm.cnt  program  which  included  reducing 
surpluses,  restoring  balaii  c  to  supply,  raising  farm  prices  and  helping  to  restore 
a  home  raari:ct  to  American  industry-  came  to  a.  "r^lt  with  t"-.i;5  decision.   The  record, 
hov/ever,  remained  to  specli  for  itself. 

This  record  sh.ows,  among  other  things,  that  farm  inconc  throughout  the 
countr^,^  made  progressive  advances  in  each  of  the  three  yecrs  in  whidi  the  adjust- 
ment program  was  in  operation.   In  1935  gross  farm  income  for  the  nation  was 
52  percent  higher  fnan  it  had  "been  in  1932.   It  clim'bcd  from  the  low  level  of 
$5,300,000,000  in  1932  to  $S, 100, 000, 000  in  1935- 

All  of  tJ.is  advance,  to  'ou  sure,  is  not  attributed  to  the  production  ad- 
justment programs  alone.   The  devaluation  of  the  dollar,  the  general  economic 
recovery  of  the  country  resulting  from  other  measures,  and,  in  the  case  of  some 
commodities,  shortages  growing  out  of  the  193^  drou.^^-t  —  all  aided  in  the  advance 
of  farm  prices  and  farm  income  "oetivcen  1932  and  1935- 

And  in  this  general  improvement,  New  England  agricu.ltiixe,  v&.ich  had  not  ex- 
perienced the  sharp  drop  in  prices  suffered  "b;-  farmers  in  the  major  farming  sections 
of  the  country,  also  shared  in  the  gains.   Triis  was  in  spite  of  the  fact  that  there 
apparently  is  a  normal  lag  in  '00th  the  fall  and  rise  in  t"::.e  income  from,  eastern 
farm  products,  as  compared  v;ith  the  income  from  prodcuts  of  the  South  raid  the  West. 

Comparing  the  receipts  from  the  sale  of  principal  farm  products'  for  the. 
country  as  a  v:holc  with  those  for  ¥c\:   Sngla,nd,  we  find  t"no,t  the  United  States 
fig^are  of  $6,800,000,000  for  1935  is  66  percent  of  the  I929  level  while  Now 
England's  receipts  of  $179,100,000  in  1935  are  7I  percent  of  the  I929  level. 

While  Nov/  England  found  the  production  adjustrae:it  program  of  "but  little 
direct  aid,  nevertheless,  the  indirect  effects  of  this  program  —  those  which 
contributed  to  increased  industrial  activity  as  a  result  of  improved  prices  for 
major  "oasic  agricultural  commodities  and  relieved  tlie  pressure  of  forced  v;estern 
competition  on  eastern  farmers'  narhots  —  were  of  material  imroortance  to  farmers 
of  th-is  section  of  the  country.   I;icreased  purchasing  pov/er  of  farmers  in  the 
great  agricultural  regions  of  this  country  once  :.iore  made  these  farmers  the  custom- 
ers of  the  eastern  factories,  the  worhcrs  of  which  are  the  "^u^^ers  of  the  milk, 
poultry  products  and  fruits  and  vc;;eta"oles  prodiiced  on  Now  England's  farms. 

■While  the  Supreme  Court's  decision  in  the  Hoosac  Hills  case  outlav/ed  pro- 
duction adjustment  programs  under  the  Agric-altural  Adjustment  Act,  it  did  not  re- 
move funda.:iental  factors  in  our  agricultural  industr;^''  '.vhich  are  responsi'ble  for 
farm  surpluses,  and  whicl:  lead  to  depressions  in  agriculture.   These  factors  still 
remain  to  "oe  rechoned  with,  in  spite  of  the  fact  th^t  in  the  present  agricultural 
conservation  program  of  the  Triple  A,  farmers  are  making  anothxr  approach  to  the 
agricultural  problem. 
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This  now  program  which  ''occfVTic  possi'ole  v/ith.  th  c:io,ctT.iGnt  of  the  Soil 
Coiisci'vr.tion  r^^d  Domestic  illotrno;-.t  Act,  signed  "by  the  President  February  29  of 
this  year,  has  throe  major  oojectivcs.   The  first  is  the  co:iscrvation  of  the  soil 
through  the  development  of  a  nation  long-time  agricultural  policy  "based  on  recog- 
nised good  farming  practices.   Tlac  second  purpose  is  the  rccstablishncnt  and 
raaintenci.ace  of  farm  income  so  as  to  further  the  gains  nade  daring  the  last  three 
years.  Tr-o   third  ohjcctive  is  the  protection  of  considers  07  assuring  adequate 
sup-olios  of  food  and  fihcr  no'.i  and  in  the  future.  Basically,  t'-is  new  program  is 
concerned  with  the  welfare  of  Am'.rican  agriculture  and  its  relationship  to  the 
welfare  of  the  nation  as  a  whole,   Tlic  program  is  ''-esii;ncd  to  hring  a^bout  a  s:iift 
from  the  ruthless  exploitation  of  soil  which  has  resulted  from  economic  forces  "by 
encouraging  those  farming  practices  and  land  uses  which,  in  themselves,  mean  a 
more  profitahle  and  more  staole  agricultural  industry. 

Because  of  the  adjustments  ma^c  under  the  Agricultural  Adjustment  Act  during 
the  last  three  ;-ears,  and  oecausc  the  drought  helped  to  liquidate  certain  of  the 
surpluses,  the  present  agricultural  conservation  program  is  well-fitted  to  present 
needs.   Farmers  recognize  that  w  ile  this  agricultural  co:aservation  program  will  oe 
of  immediate  help  in  staoilizing  supplies  through  the  encoura  :cmcnt  of  more  exten- 
sive use^o  of  land,  the  program  itself  is  not  a  direct  production  contuol  measure. 
A  return  to  normal  weather  conditions  would  revive  the  prohlcm  of  agricultural 
surpluses.   I  am  inclined  to  oelieve  that  farmers  understand  wh.at  confronts  them 
in  the  future,  and  they  will  looh  forward  to  mating  use  of  tr.e  m.cfod  of  meeting 
the  proolcm  of  surpluses  which  the  Supreme  Court  left  open  to  them.   T^^-e  Soil 
eonscrvation  and  Domestic  Allotment  Act  contains  a  provisior.  vih.ich  will  facilitate 
this  step  in  I93S  should  farmers  decide  to  meet  their  supply  prohlem  through  co- 
operation of  the  states. 

An  examination cf  the  agricultural  conservation  program  and  other  programs 
under  related  a:a'icultural  legislation  as  they  apply  to  'Scvr  3ngla:id  leads  me  to 
the  fol".ov/ing  conclusion:   Now  for  the  first  time  in  the  !-lstory  of  Federal  agri- 
cultural legislation  in  this  country,  New  ^Ingland  farmers  appear  to  h^ve  a  program 
which  is  reasonably  iDalanced  and  sufficiently  flexible  to  meet  their  problems  from 
the  long  time  point  of  view.  Because  of  the  .lature  of  New  England  agriculture, 
this  program,  which  consists  of  soil  conservation  and  improvement  under  the  Soil 

Conservation  and  Domestic  Al  otment  Act,  and  marketing  agreements  and  surplus 
removal  op'.rations  under  the  Agricultural  Adjustm.ent  Act  e,s  amended  last  August, 
perha-ps  is  better  a.d?.ptcd  to  the  needs  of  a  greater  pcrce:-:.tagc  of  farmers  within 
these  New  England  states  than  any  other  agricultural  area  in  tr.e  country. 

Tl-e  program  of  soil  conservation  and  improvement  fits  in  with  the  time- 
tried  experiences  of  farmers  in  this  section  of  the  country.   The  permanency  of 
New  England's  agriculture  depends  upon  the  maintenance  and  up-building  of  its  soil. 
Because  of  this,  its  farmers  are  imbued  with  the  desire  to  leave  their  farms  in  a 
better  state  of  fertility  after  they  are  t-\rough  farming.  Also,  they  recognize 
that  maintaining  and  improving  soil  fertility  carries  with  it  more  inmediato 
satisfactions  which  are  expressed  through  greater  efficiency  in  production,  high- 
er farm  incomes,  and  a  better  standard  of  living. 

In  developing  the  agriculturr-.l  conservation  program,  vre  have  made  everj"- 
effort  insofar  as  the  Northeast  is  concerned  to  malce  t'is  program :Eicct  the  peculiar 
needs  of  each  of  the  states.   As  a  result,  each  state  has  vf:-;..at  practically  amoiuits 
to  its  own  program. 
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lb  must  be  recognized,  however,  t?iat  f'lis  is  a  new  program  and  the  tine 
in  which  it  had  to  be  developed  v/as  extremely  short.   T".-g  farm  leaders  and  the 
agriculbvral  extension  workers  hcic  in  the  Uortheasc  liave  ^.Ivcn  much  of  their 
time  and  cncrgjr  toward  the  development  of  a  program  which  would  meet  the  needs  of 
the  greatest  number  of  farmers  in  each  of  the  states.   Mariy  modifications  have 
been  made  since  the  v/oric  was  stcjrtcd.  ITo  doubt  additional  modifications  will  be 
necessary  in  the  light  of  practic;.l  crrocricncc.  iTcvert;.cle33 ,  —  pjvA   I  thinl: 
that  you  will  agree  with  me  —  the  program  now  before  the  farmers  of  the  Northeast 
rcprosints  a  good  start  in  the  direction  of  maintaining  and  improving  their  agri- 
cultural resources  through  encouraging  the  application  of  practic;:?.  farm  manage- 
ment principles. 

Basically,  this  Tirogrrjii  rests  on  the  most  recent  research  work  of  each  of 
the  experiment  stations  in  the  northeastern  states.   Tlie  practices,  which,  for 
farmers  in  this  section  of  the  country,  are  the  most  import:ait  features  of  the 
program,  are  those  practices  which  your  state  agricultural  extension  services  have 
advocated  for  a  ntimbcr  of  years.   I  would  urge  each  farmer  to  study  the  program 
in  t::e  li.^it  of  his  ovm   opero.tions.   Only  through  such  consideration  can  the  indi- 
vidual farmer  maize  an  intelligent  decision  as  to  whcf:.or  he  vdll  tal-o  advr-itago  of 
the  opportunities  offered. 

File  the  agricultural  conservation  progra:n  is  swinging  into  operation, 
there  are  other  programs  w;:ich  ha'.'c  been  in  operation  for  i.oarly  three  years. 
Tliese  include  the  marketing  agreement  and  surplus  removal  progrms  -ith  which  the 
cooperatives  are  perhaps  more  frmiliar  and  more  directly  interested.   In  Few 
England,  the  most  outstanding  is  the  milk  marketing  agreement  program  in  the 
Boston  market,  where  nearly  IE, 000  milk  producers  in  practicallj/'  every  New  England 
state  send  tie  product  of  their  dairy  herds. 

I  need  not  tell  the  farmers  of  Nev;  England  axut  the  benefits  they  have 
derived  from  this  milk  marketing  program.   Tne.y  arc  only  voo  familiar  with  the 
facts.   The  program  has  sought  to  stabilize  milk  m.arketing  conditions  and  improve 
returns  to  mdlk  producers.   With  the  cooperation  of  the  producers  thcm.selves  and 
their  cooperatives,  considerable  gains  have  been  made.  T'rat   the  fcaz'mcrs  and  their 
organizations  in  Now  England  arc  anxious  to  hold  these  gains  and  mal:e  additional 
progress  towards  improving  mlllz  marketi:ig  conditions  is  amply  dem.onstrated  by  tho 
sup"3ort  which  producer  cooperatives  selling  more  than  75  percent  of  the  milk  in 
the  Boston  market,  and  the  support  the  Governors,  Coinmis  si  oners  of  Agriculture, 
and  Llilk  Control  Boards  of  the  states  of  Maine,  New  HrOTDshirc,  and  Vermont  have 
given  us  in  connection  with  the  enforcement  case  nov/  pending  in  the  Federal  Dis- 
trict Court  in  Boston. 

I  would  not  minimize  the  difficxilt ics  ^".ich  the  dair^nnen  of  New  England 
have  encountered  during  the  past  three  ycrrs  in  tryi  /g  to  maintain  a  successful 
mil::  marketing  program,   Fortiuiatcly,  because  of  their  man;*-  years  of  experience 
in  developing  their  cooperative  organizations  to  deal  v/ith  milk  marketing  problems, 
NoAY  England  farmers  have  been  able  to  cope  with  these  difficulties  with  a  consider- 
able degree  of  success.   Some  similar  difficulties  no  doubt  lie  ahead.   In  vicv;  of 
the  im"-iortance  of  the  dairy  ind^^stry  to  this  section,  I  o-m  sure  that  the  dairymen 
and  the  farai  lea,dGrs  will  continue  their  efforts  toward  the  maintnenance  and  up- 
building of  a  satisfactory  marketing  program.   And  in  this  cotuiection,  I  can  assure 
you  that  within  the  limitations  of  the  laws  under  which  we  operate  we  will  do  ovr 
utmost  to  be  helpful  in  the  continuance  of  such  a  program. 

The  milk  marketing  program  in  Boston  is  one  of  2.h  in  c:"fect  in  fluid  milk 
markets  under  the  provisions  of  tho  Agricultural  Ad'u'JtmGnt  Act.  T?/o  other  pro- 
grams are  in  operation  for  the  national  dry  skim  milk  industry  and  for  the  national 
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evaporated  milk  industry,   In  general,  these  dairy  industry  programs,  concerned 
with  the  regulo.tion  of  inter-state  handling  of  mill:,  are  designed  to  eliminate  un- 
fair rr.ar::eti::ig  practices,  and  to  adjust  on  an  equitable  and  fair  basis  prices 
paid  by  distributors  to  farmers  in  accordance  with  supply  a:^d  demand  conditions. 

The  dairy  industi'y  is  not  alone  in  the  raarlceting  agreement  program  field. 
These  plans  are  being  utilized  'ov-   fruit  and  vegetable  grovrcrs  in  other  sections 
of  the  country.   In  the  Connecticut  valley  v/e  have  an  e.grecmcnt  program  in  effect 
for  the  shade  tobacco  industry,   I  am  hopeful  —  and  I  have  expressed  this  on  one 
or  twc  occasions  before  —  that  northeastern  farm  leaders  will  examine  the  possi- 
bilities of  marketing  agreements  for  certain  types  of  specialty  farm  products 
which  include  fruits  and  vegetables. 

Up  to  now  1  have  discussed  the  agricrltutal  conservation  and  the  marketing 
agreement  pleases  of  the  iiational  agricultural  program.   A  third  phase  involves 
surplus  removal  and  diversion  operations  under  provisions  of  law  which  aire  related 
to  the  Agricultural  Adjustment  Act,   For  tl-'e  most  part,  t:-.csc  operations  involve 
expansion  of  domestic  consumption  through  purchases  of  sui-pluses  for  relief  dis- 
tribution, finding  new  uses  for  agricultural  products,  and  encouraging  exports. 

In  1933.  Congress  first  made  available  funds  which  could  be  used  for  pur- 
chases of  surplus  dairy  products.   Tliese  purchases  were  inaugurated  in  August  1933. 
and  up  to  the  present  time  approximately  70,000,000  pounds  of  butter,  19,000,000 
pounds  of  cheese,  17,000,000  pounds  of  dry  skim  milk,  and  53,000,000  pounds  of 
evaporated  milk  were  bou^t  for  relief  distribution,  Purc":ases  of  additional  dairy 
products  for  relief  distribution  are  being  made  as  conditions  warrant.  The  effect 
of  this  dr-.iry  surplus  removal  program  has  been  first,  to  remove  vast  quantities 
of  price-depressing  dairy  supplies  into  those  consumption  channels,  which  other- 
wise would  not  have  offered  outlet  for  these  products.   Secondly,  these  purcimses 
served  as  a  stabilizing  influence  in  the  manufactured  dairy  products  market »  v;ith 
the  result  t]:at  px'od.ucer  prices  ";;a,ve  been  maintained  at  a  somcivhat  higher  level. 
Although  Hev;  England  is  not  a  manufactured  dairy  products  producing  region,  never- 
theless the  effects  of  the  surplus-removal  program  have  been  beneficial  to  Nev/ 
England  producers,  in  that  it  has  improved  price  conditions  for  New  England's  Sur- 
plus mil;.:,  which  is  governed  largely  by  the  price  of  'outterfat  and  cream.  And  no 
doubt  the  program  has  had  a  beneficial  effect  on  the  price  of  fluid  milk. 

Many  of  the  dairy  cooperatives  have  urged  upon  lis  the  desirability  of  mak- 
ing butter  purchases  for  relief  distribution  during  the  period  of  flush  production 
when  farmers'  sales  are  at  a  high  level.   The  reasoning  be':.ind  this  was  that  any 
improvement  in  butter  price  levels  during  the  period  of  r:.eaviost  production  would 
be  reflected  in  higher  returns  to  milk  producers  rather  than  in  excessive  inventory 
profits  to  speculators. 
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Because  of  their  interest  in  the  incomes  of  proc'.ucErs  rather  than  in  invent- 
ry  profits,  the  producers'  organizations  nattirally  maintain  a  different  point  of 
lew  from  other  groups  in  the  industry  on  this  program  of  buj^'ing  surplus  dairy 
roducts  for  relief  use.. 

I       Tlie  present  butter  laj^i-ing  program  is  directed  along  lines  designed  to  ob- 
tain the  greatest  benefit  on  behalf  of  producers.  Eov7cver,  in  carr^'ii-g  out  this 
program  all  of  us  must  constantly  taire  into  consideration  cn.rrent  conditions 
and  line  tr.ose  up  \Tith  what  firture  conditions  are  lilrely  to  be  in  order  to  avert 
B.\\   artificial  expansion  in  the  dairy  industry. 
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T"'-e  amendments  to  the  Avricult^iral  Adjustment  Act  of  last  August  made 
availalDlc  an  amount  equal  to  30  percent  of  the  customs  revenues  to  "be  used  for 
t'"-e  encouragement  of  exports  and  for  tl?.c  diversion  of  surpluses  to  other  uses. 
Tliis  provision  \7as  made  in  section  32  of  the  rmendmcnts  and.  fic  monojr  allotted 
was  in  addition  to  the  funds  ivhich  had  previously  teen  made  availa^ble  for  pur- 
chases of  sui'plus  dairy  products.   A  recent  amendment  to  section  32  iDroadcncd  the 
diversion  program  to  include  parc/.ases  for  relief  distri"bution.   In  tho  last  few 
montr.s  considerable  progress  '".as  "bcca  made  in  the  development  of  these  surplus 
removal  and  diversion  programs.   Of  direct  interest  to  the  farmers  of  the  Northeast 
arc  those  programs  which  Have  proridcd  for  the  purc/j^i.sc  of  surplus  fruits,  vege- 
ta"bles  an",  eggs  for  relief  distribution.   lEhe  principal  recent  purcbaescs  in  the 
northeastern  states  involved  -p-oles,  onions,  turnips,  cabbage,  carrrts,  and  eggs. 
All  of  these  purchase  programs  were  i:-.augurated  at  the  ro]uest  of  producers,  the 
main  objective  being  to  improve  returns  to  growers  through  the  removal  of  price- 
depressing  s-uj:pluses  from  regular  marhet  channels, 

Tl'-e  purchase  program  for  apples,  for  instance,  wo,s  inaugurated  a, t  the 
urgent  request  of  grov/crs  and  shippers  who  were  confronted  v/^ith  a  critical  storage 
supply  situation.   Under  the  program  more  than  U.OOO  cr.rloads  of  apples  v/erc 
bougb.t  and  distributed  for  relief  use.   Approximately  2,00C  carloads  were  bought 
in  nine  surplus  apple  producing  states  of  the  East.   Since  ap-;;lcs  v/ere  exempted 
from  f- c  order  provisions  of  the  Ad.'iustmcnt  Act  as  amend.cd  last  August,  such 
purc'.'ases  appeared  to  be  the  only  feasible  method  for  meeting  t"".e  distressed 
market  conditions  for  a-jples  which  preizailcd  during  the  -orcsent  storage  season. 
The  situation  confronting  apple  growers  was  about  equally  serious  in  all  producing 
areas  throughout  the  country.   This  spring  the  quantity  of  apples  in  storage  - 
was  in  excess  of  requirements  for  commercial  outlets  by  over  3  million  bushels. 
Contributing  to  this  over-s-pp-?ly  situation  has  been  the  stea'5y  loss  of  outlets 
for  American  apples  because  of  foreign  tradd  barriers,  declining  per  capita  pur- 
chasir^g  pov/er,  and  agrcssive  merchandising  of  ot>.cr  competing  commodities  such  as 
citi'u.s  fruits  and  pears. 

Some  of  the  losses  in  export  outlets  arc  being  recovered  through  reciprocal 
trade  agreements  with  foreign  countries.   Tlie  agreement  with  France  in  particular 
has  increased  the  probability  of  export  sales  of  apples  in  that  country. 

T"..:c  purcliase  of  eggs  for  relief  distribution  has  no  doubt  been  of  material 
assistance  to  eastern  poultrjTnen  at  this  time  of  the  year  v;hen  prices  decline 
sharply  because  of  greatly  incrcancd  production-  This  e  g  "purchase  program  is 
being  continued  as  a  means  of  preventing  unduly  lov/  prices  to  &^z  producers  during 
the  flush  season  of  production.  P\irc"^ses  are  being  mac-o  as  production  and  marlcet 
conditions  v/arrant.   In  this  coinicction  also  we  arc  interested  in  examining  the 
possibilities  for  ne'./  uses  of  eggs,  and  a  research  program  along  this  line  is 
under  way. 

During  the  last  three  years  in  viiich  our  agricultural  programs  have  been  in 
effect,  considerable  ox-:)erience  '".as  been  ga.inod  in  tl'-c  operation  of  programs  w'hich 
require  the  staunch  cooperation  of  t;iD  vast  majority  of  fa.n:iers.   Tbiis  should  prove 
useful  in  the  development  of  future  plans.   Only  tlarough  organized  and  intelligent 
action  will  American  agricultiare  obtain  its  rightful  place  in  the  scheme  of  this 
country's  economic  life.   Tlie  provisions  of  the  Soil  Conservation  and  Domestic 
Allotm.cnt  Act,  tiie  marhcting  agreement  provisions  of  the  Agricultural  Adjustment 
Act,  and  other  provisions  of  related  legislation  are  among  the  facilities  which 
the  Federal  government  has  made  available  for  agriculture  to  use.   Tlie  extent  to 
which  they  are  utilized,  depends  cTOon  the  farmers  f  emsclves. 
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Here  in  Nev/  Engla:.d,  lil-e  tliose  farmers  in  other  sectioiis  of  the  country, 
you  :-jjve   developed,  under  FederrJ  legislation,  th.ose  programs  ^--ich  would  TDcst 
fit  your  conditions.   And  in  th.is  your  cooperative  aiid  other  orgamzations  have 
played  important  parts.   In  most  of  the  marketing  agroement  and  surplus  removal 
activities  to  v/  ic\-  I  '■ave  referred.,  the  producers'  cooperatives  h^ave  supplied 
real  leadership  in  sponsoring,  developir^g,  aiid  in  facilitating  the  operation  of 
these  programs.   These  organisations  are  providing  an  effective  moans  of  safe- 
guarding the  "benefits  of  the  programs  for  the  producers  themselves.   For  example, 
the  experience  in  operating  the  mill:  marketing  programs  definitely  indicates 
the  place  and  the  great  value  of  farmers'  cooperatives  in  the  successful  conduct 
of  programs  of  tins  type. 

I  would  cmplaasize  particularly  the  role  which  cooperative  marketing  organ- 
izations have  played  and  should  continue  to  play  in  the  development  aiid  operation 
of  effective  marketing  programs  if  the  "benefits  of  those  programs  are  to  oe  fully 
reflected  in  improved  returns  to  prof.ucers.  Tzc   experience  gained  by  farmers  in 
the  up-ouilding  of  their  cooperative  organization  has,  c'uring  the  last  three  years, 
facilitated  agriculture's  attack  on  emergenq/-  problems.   Ir.  t^:eir  efforts  to 
improve  agriculture's  position,  farmer:  have  cultivated  the  faculty  of  working  to- 
gether across  state  and  regional  lines.   Surely,  such  unity  should  "be  used  to  work 
out  the  long-time  national  policy  for  American  agriculture.   T"ne  New  England 
Institute  of  Cooperation  unquestio:iably  provides  an  effective  medium  through  v;":ich 
various  groups  may  aid  in  your  search  for  continued  progress  in  "oehalf  of  New 
England  agriculture. 

DISCUSSION  - 


Tl:e  Soil  Conservation  Act  and  New  England  Agricu-lturc 

By  J.  S.  Carrigan,  Extension  Director,  College  of  Agriculture, 

University  of  Vermont,  Burlington,  Vt. 

i.a  Applied  to  Dairying 

Ti'.e  question  of  the  effect  of  the  program  under  tj.e  Soil  Conservation  a-:ad 
Domestic  Al -otmcnt  Act  on  the  dairy  industry  of  New  Sr^land  is  at  this  time  >.ighly 
speculative.   Since  it  is  difficult  to  see  how  this  particularly  affects  "coopera- 
tion" in  the  dairy  industry  I  s/'.all  direct  tins  discussion  to  its  effect  on  the 
dairy  industry  as  a  whole. 

In  starting  tl-.e  discussion  I  am   making  t^/o  assuripti3:is ,  which  lau:-'.c"'.es  us 
at  once  into  the  field  of  speculation;  first,  t'.-^t  the  program  under  the  Soil 
Conseivation  and  Domestic  Allotment  Act  will  continue  for  several  years;  and, 
second  that  about  thirty  million  acres  of  land  will  bo  diverted  from  soil  depleting 
crops  (mostly  grain  and  cotton)  to  soil  conserving  crops  (mostly  '.'.a.y   and  pasturage). 
T::.e   question  v;hich  now  arises  is,  '.iJiat  will  this  do  to  the  total  production  of 
dairy  products  in  the  country'-  and  to  the  price  of  dairy  products  in  this  Nev;  England 
area? 

TTe  had,  according  to  f-e  1935  census,  about  69,000,000  acres  of  hay  not 
including  sorghums  a^d  109,000,000  acres  of  plowablc  pasture.  Now,  if  this 
30,000,000  acres  of  land  to  be  talcc::  largely  out  of  grains  and  cotton  is  to  be 
added  to  t/.e  hay  aiid  plov/able  pasture  land  there  will  be  an  increase  in  our  hay 
and  plowable  pasture  acreage  of  over  l6  percent.   It  seems  quite  likely  that  this 
acreage  will  go  largely  into  >.ay  and  high-grade  pasture  and  './ill  therefore  furnish 
ha;;'-  and  pasturage  for  more  livestock  tham  at  present.   Tl^c  important  hay-eating 
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animals  are  "beef  and  dairy  cattle,  sheep  aiid  horses.  Pro'ba''oly  there  won't  "be  a:: 
increase  in  horses  other  than  the  cyclical  one  which  is  now  on  the  upturn, 
Lihe'.vise ,  there  seems  to  be  li.cle  liliLihood  of  a  very  great  increase  in  the  num- 
ber oi"  sheep  since  this  increase  in  hay  and  pasture  acreage  will  not  ta2:e  place 
to  a  very  great  extent  in  the  sheep  regions.   Therewill  lihely  be  a  considerable 
tendency  to  increase  beef  and  dairy  cattle. 

This  tendency  to  increase  dc.iry  cattle  and  dairy  proouction  will  be  to 
some  extent  offset  by  important  considerations.   First;  the  30.000,000  acres  of 
hay  and  pasturage  will  not  be  added  to  the  present  hay  and  pasturage  or  dairy 
area  but  v;ill  be  found  in  one  t^cre  to  twenty  acre  plots  on  millions  of  farms 
largely  in  the  gra.in  and  cotton  belts  wh.ere  farmers  are  not  accustomed  to  keep 
dairy  cows  and  will  probably  hesitate  to  do  so  nov;  on  the  few  acres  of  hay  per 
farm.   The  second  consideration  is  that  grain  will  probably  be  relatively  higher 
in  price  and  less  concentrates  will  therefore  be  fed.   During  the  decade  1920  to 
1930,  there  was  a  great  increase  other  than  c5''clical  in  daii-y  cattle,  especially 
in  the  midi.le  West.   It  is  lihely  this  was  due  to  a  considerable  extent,  to 
relatively  cheap  concentrate  feeds.   With  concentrates  costing  more  and  therefore 
less  being  used,  haj'  will  be  used  in  their  place,  t^'is  tenc^lng  to  prevent  to  a 
certain  extent  unusual  increase  in  the  number  of  hay-eating  animals.   Still  another 
consideration  is  that  we  arc  on  the  downward  sv/ing  in  the  dairy  cow  number  cycle 
and  this  may  for  a  few  years  ahead  more  than  offset  the  increase  in  dairy  ccv;s  due 
to  increased  hay  and  pasture  acreages. 

So  far  as  these  considerations  are  concerned,  I  expect  the  net  result  may 
be  some  increase  in  dairy  cattle  and  because  of  high  priced  concentrates,  a 
somewhat  less  increase  in  dairy  production.  This  incr  -ase  will  taice  place,  to  a 
large  extent,  outside  of  the  fluid  milh  areas  and  will  tend  to  increase  the  supply 
of  ncLnufactured  dairy  products,  thus  lov^cring  the  price  of  t"..ose  products  and 
tending  to  lov/er  thev/hole  dairy  products  price  structure.   Of  course  there  may  be 
sufficient  increase  in  consumption  of  dairy  products  -  and  cons\xmption  is  increas- 
ing -  to  more  than  offset  the  increased  supply  due  to  the  Agricultural  Conservation 
Prograifi,  thus  preventing  a  downward  trend  in  dairy  products  prices- 

The  next  question  which  comes  to  mind  is  how  will  this  program  affect  the 
cost  of  production  of  dairy  products  in  this  New  Englaiid  area.   As  ISefore  stated, 
there  is  quite  lihely  to  be  a  lower  supply  of  concentrate  feeds  with  the  conse- 
quent rise  in  the  price  of  these  feeds.   This  will  tend  to  increase  the  cost  of 
production  of  dairy  products  in  Ncvit  r,ngland  where  dairymen  buy  millions  of  dollars 
v/orth  of  these  feeds  annually.  The  best  way  to  offset  this  rise  in  price  of  con- 
centrates is  for  ITew  England  dairjiaen  to  increase  the  yields  and  the  quality  of 
the  roughage  crops,  especially  "oj   improving  their  hay  Icaids  and  their  pastures. 

The  Soil  building  payments  in  connection  with  the  Agricultural  Conservation 
Program  should  je  exceedingly  helpful  to  NqW  England  dairjnnen  in  bringing  about 
this  improvement.   In  Vermont,  more  liberal  use  of  lime,  and  mineral  fertilizers, 
carrying  phosphomas  and  potash,  on  meadows  and  on  pastures  will  almost  certainly 
pay,  especially  v/ith  the  Federal  Govornm.ent  pa;,^ing  a  considerable  part  of  the  cost 
thereof.   Probably  this  is  tine  elsewhere  in  Ifew  England. 

I  believe,  with  this  Agricultural  Conservation  Program  underway,  that  it 
v;ill  be  vdse  for  every  New  England  dairyman  to  trie  alV(:^nta.ge  of  t':ls  part  of  the 
program  in  order  to  enlarge  and  develop  his  soil  building  practices  and  to  in- 
crease and  improve  his  rou^iage  supply  accordingly. 
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Tne  Soil  Conservation  Act  and  Fev/  EniSiland  Agriculture 

As  a-pplied  to  Fruit  and  Mar.^et  Gardening  - 
By  John  Chandler,  Fruit  G-rower,  Sterling  Junction,  Massachusetts. 

I  see  that  I  am  the  only  farmer  on  the  program,  and  as  long  as  I  can 
repi-esent  the  farmers  of  this  jart  of  the  country  I  don't  want  to  let  this 
opportunity  go  without  paying  a  trihute  to  Secretary  lallace,  hecause  I  feel 
that  he,  of  all  the  Secretaries  of  Agriculture  that  I  can  rememlDer,  has  really 
done  the  most  for  the  country  as  a  whole.   I  thinl"  that  his  greatest  contrihution 
of  all  has  "been  to  make  the  country  conscious  of  the  economic  and  social  con- 
trihution  of  agriculture  to  the  United  States. 

Now^  the  people  who  asked  me  to  speak  aoout  the  a-oplication  of  the  Soil 
Conservation  Act  to  the  fruit  and  vegetable  industries  in  Massachusetts  suggested 
that  I  find  out,  as  well  as  I  could,  what  our  farmers  thou:.;ht  ahout  it  and  how 
they  felt  aoout  it.   With  the  limited  ti'-ie  I  have  had,  I  have  made  an  attenpt  to 
do  this,  without  very  satisfactory  results.   I  "-a.ve  tallced  with  man;'-  fruit  growers 
and  a  few  market  gardeners  to  find  out  how  they  personally  feel,  and  they  are 
rather  indifferent  towards  the  whole  proposition. 

It  may  he  that  their  indifference  is  caused  "by  the  fact  thathoth  the  fruit 
grovdng  and  market  gardening  indu.stries  here  in  Sew  England  are  highly  intensified 
"businesses.  They  have  few  acres  and  high  costs  of  production,  with  the  apparent 
money  returns  from  the  Conservation  Act  so  very  small  in  proportion  to  their 
expenses  that  they  do  not  feel  justified  in  changing  their  methods.  Human  nature 
being  v/hat  it  is,  it  may  "be  possi"ble  that  were  these  money  returns  a  great  deal 
larger,  we  would  find  fruit  growers  and  market  gardeners  more  enthusiastic  a"bout 
this  Act. 

I  really  thin!:  that  anot"i:er  reason  w?-^'  my  fellow  fruit  growers  are  not 
particularly  interested  in  this  Act  is,  perhaps,  our  inhf:rcnt  He v/ England  inde- 
pendence.  ¥e  are  definitely  opposed  to  accepting  what  seems  to  us  a  hand  out. 

I  also  feel,  and  others  have  expressed  the  same  thou  iht ,  that  perhaps  as  a 
conservation  project  liere  in  our  ITev^  England  states,  this  act  is  rather  ineffect- 
ive. Anybody  who  is  going  to  stay  in  the  farming  business  here  has  got  to  look 
after  "..is  soil  and  look  after  it  v/ell,  and  I  should  sa;^'  that  tr.at  is  being  done  by 
fruit  growers  and  market  gardeners.   If  our  soil  is  nejlectcd,  and  if  we  are 
forced  out  of  bu.sinc-ss  thcrcoy,  eventually  t''iis  land  in  iTew  j]nglsiid  automatically 
goes  ba,c!:  into  forest  products  where  it  natui'ally  belong.j  if  it  will  not  supporj; 
a  farm  family.   Th^re  is  no  n;;cd  in  expending  public  funds  for  a  conservation 
project  when  abandoned  land  reverts  at  no  expense  to  forest  land, 

I  Wciixt  to  tell  you  vr.at  one  thoughtful  fruit  grower  told  me,  a  fruit  grov/er 
well  hnov/u  to  all  of  you,  and  one  ?/ .0  holds  a  "'".igh  position  in  the  industry.  He 
said  that  he  wasn't  interested,  t/iot  he  didn't  feel  that  v/e  needed  f.iis  conserva- 
tion act  "..-.re  in  New  England,  but  probably  t":.ey  did  need  it  in  ot"-:ver  parts  of  the 
country.  He  thoug""-t  that  we  shoxild  be  willing,  here  in  ITev:  England,  to  get  along 
without  pa;rments  for  doing  the  kind  of  work  that  should  he  done  on  our  farms,  and 
that  we  should  be  willing  'c'aaX   other  sections  of  the  countrj'-,  where  conservation  is 
needed,  "oe  helped  financially.   Wc  have  in  mind  the  dust  areas  and  we  should  not; 
raise  an^,^  opposition  to  such  a  plan. 
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I  Irziov/  that  pcliticrll:.'  tl..is  plan  v/ouldr. 't  ',7or!:  at  all,  because  if  con- 
servati'^-.i  v:erc  s^absidized  in  some  parts  of  the  country  and  not  in  llcw  England, 
there  v/ould  "bo  a  terrific  ■".ov/1  of  favoritism  and  neglect. 

Uy   o\Tn  attitude  on  the  subject  is,  t;-.at  I  v/ill  tr"  an  far  as  I  can  to  fit 
in  vath  t^.is  conservation  progrejTi.   I  hnow  that  it  will  be  c^.angcd  from  time  to 
time,  a:id,  pcrh_aps,  be  rnadc  more  adaptable  to  our  industry  than  it  seems  at  ;^besent 
time.   But  I  believe  that  it  is  fu.ndcjncnt al ly  unsound.   I  believe  t/-at  it  is  a 
mistake  to  start  paying  people  to  cooperate,  even  though  th.e  need  for  s^il  con- 
servation is  urgent.   In  paying  farmers  a  subsidy  in  the  name  of  conservation  I 
fear  that  v/e  may  be  establishing  anofner  class  of  citizens  '.7hc  will  sometime 
claim  sue":  a  subsid;}'  as  its  inh.orent  right.   That  is  m;:'-  primary  objection  to  the 
Conservation  Act. 

Secretary  Wallace  in  his  booh,  "Ne'.7  Frontiers",  'jhic/:  I  hope  everybody 
here  has  read,  because  it  is  a  vionderful  treatise  on  agricultural  economics,  has 
laid  do\7n  tv;o  or  t'.rce  fundamental  facts  wr.ich  seem  to  me  s'  ould  be  the  .i'ound.ation 
of  any  pcrmnent  national  agricultural  program. 

We  must  bear  in  mind  that  our  agricultural  processes,  and  I  tJ-.irik  this 
applies  to  the  whole  natio.i,  as  v/ell  as  to  Fev;  England,  are  becoming  more  and 
more  efficient  all  the  time,  Ovx   extension  services  aiid  experiment  stations  have 
been  properly  teaching  efficiency  a:id  greater  production,  ^vhich  means  greater 
nan  efficiency.   We  all  l•nlo^7  that  v/c  are  producing  food  more  efficiently  than  ne 
were  50  or  100  years  ago.   Less  people  are  going  to  grov/  the  f^od  on  accou-r.t  of 
the  better  methods,  quite  regardless  of  a::!y  export  situations  or  a:-V  of-er  con- 
tributing factor.   We  are  alv/ays  going  to  have  surplus  farm  people,  u:iless  "ve 
turn  around  and  .^o   bachwards  and  become  less  efficient,  iTothing  else  can  happen, 
and  I  t":.inl:  v/e  should  all  recognize  that  sue""  a  situation  exists. 

Furthermore,  since  the  v;ar  '.ve  have  ceased  to  be  so  much  of  an  export  nation 
and  more  of  a::  import  nation.   '.7e  are  a  creditor  nation,  not  a  debtor  nation. 
No  m.attcr  how  hard  Secretary  Hull  v/orhs  on  reciprocal  tariffs,  we  must  realize 
that  v/e  are  not  going  to  export  as  marj;'  agricultural  procucts  as  we  did  in  the 
past.   Hence  V7e  will  produce  less  food  and  even  fewer  people  v;ill  be  engaged  in 
agriculture. 

Secretary  Wallace  has  also  said  in  his  booh,  that  industry  and  oarticularly 
nevf  industries  and  the  services  v;hic;-.  t;-.ose  industries  create  ere   the  only  source 
that  aixyone  of  us  can  foresee  today  that  can  taJre  up  the  surplus  farm  population. 
We  see  ncv;  industries  being  developed,  radio,  aviation,  television  and  air-condi- 
tioning; all  f  ese  are  nev/  industries  aiid  require  new  people  to  develop  them, 
give  new  opportunities  of  servicing,  and  open  a  field  v,here  t'.ie   expansion  is  limit- 
less. 

On  these  three  fiindamentals  ,  should  be  based  the  program  for  Jimerican 
igriculture.   First,  there  are  going  to  be  less  people  engaged  in  agriculture  and 
second,  our  ejrport  situation,  alt^iough  wc  can  improve  it,  is  ne%-er  goiiig  bach  to 
what  is  was  during  the  war  and  probably  before  the  war,  and  third,  our  industries 
and  the  services  connected  therewith  offer  the  most  likely  opportunities  for  the 
obsorbtion  of  surplus  farm  population. 

Here  are  a  few  of  t:-.c  planhs  I  would  suggest  for  a  rTational  Agricultural 
Program,   I  would  lihe  to  sec  our  Extension  Services  and  Expcrir.cnt  Stations  con- 
tinuing to  develop  and  teach  the  best  agricultural  -oracticcs.   We  must  progress 
onward,  v.'c  car.not  go  back^.Tard. 
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I   sl'iould  lilce   to   s:e   practices,    v/hich  maize  posoi^olc   artificial   competition, 
removed  from  tl'.e  policies   of  the   Federal  parm  Credit   Asso':iatio:-..      I   am  very  con- 
scious as  a  fi-uit   grov/or  h^rG  in  ITou  England,    tliat   for  the   last   four   or  five  years 
we  have  "been  growing  apples  and  selling  thera  in  competition  v;ith  apples  from 
other  part:  of  the  country,   l£,id  do\?n  in  Boston  at  a  price  helow  the   cost   of 
freight   aiid  packag:G.      Much  of  this    production  has  hccn  made  possible  "by  unsound 
loans.      If  this  continues   it  virill  eventtially  result  in  general  "banla-ixot cy ,   not 
only  for  the  overhurdcned  Tjorrowcrs  ,   Isut  for  us  who  must  compete  with  them.      I 
believe  that  artificial   financial   assistance   si:orJ.d  te  withdrawn  as  much  as  possi- 
hle   and  Federal   .loans   should  oe  made   onlj''  on  a  sound  iDaiilzinsg;  hasis.      We   ohould 
have   free  competition  ajnong  t'..c   farmers,    a..d,    o:a  th^t  ha^is  ,    I  "believe   the    in- 
dustries vdll  "become  hcalth^j'-  and  pull  tV.emsclves   out   of  7rv:scnt   difficulties. 

Ihat   are  we     ping  to   do  v.'ith  people  who   cannot  pu.l   th.emsclves   out?      I 
suggest   that   some  wa3^  he   fouid  to  mal:c   it  possihle    for  distressed  farm  families 
to   sell   out   to   the  United  States   G-oveniment ,    or   t'ae    state    ^;over^ment    or  county 
government,    on  such   a  basis,    that   no  matti.r  how  heavily  they  arc   mortgaged,    thej'' 
v/ill   come   ov.t   sonchow  with  their   intolerable  burden  lifted  from  t'^cir   shoulders 
and  some  cash  in  their  "^ands.      This  v;ill  leave  the   rest   of  agriculture   in  a 
position  where,    by  free  competition  among  themselves,    the:'  cm  esta,blish  their 
business  on  a  sou.d.  brsis,      Tnould  t'-ere  come  an  emergency,    and  should  this   land 
ever  be  needed  for  agricultural  purposes  it  could  be  released.      The  United  States 
would  "oc   getting  something  durable   ai-d  permanent   for  its  money,   and  on  land  thus 
acq.uircd  government   engineers   could  do   a  rceJ   job  of  conservation. 

I  agree   that   the  v/orhing  out   of  the   details   of   stich.  a  plan  is  most   diffi- 
cult,  but   if  the  U.    S.    Gover-.mient   is   to  spend  money  to  aid  Jlgriculture ,    such  a 
plan,    as   relief,   would  help  the  distressed  and  at  the  same  time,  by  removing  un-- 
productive   land  or  hop-:.lc3s   f .- rm  fcjnilies   from  submarginal   competition,    allov;  the 
better  land  and  more   efficient  u:..ito   to  get    ^mto   a  sox. d  basis  >tj  f :ir   competition. 

We  have   in  the  past   developed  great  agricultural   regions   in  connection  with 
irrigation  projects   financed  v/i-ch  public  moneys.      Although  these   new  lands  i'iavc 
offered  opportunity   for  man^,    t'^.ey  have   also  added  to   ti-e   'Qurdcn  of  many  more 
established  farm  fcjnilies.      Tl-iis  policy  is   another  use  for  Federal  money  which 
causes  unfair  competition  to  established  farmers  who   acre   trying  to   keep  their  heads 
above  \.'ater.      I  should  lihe  to  be   assijrcd  tliat   no  furtha-  new  iands   of  this   typ,; 
\vould  be  opened  for   agriculture  iintil  enough  acres  of  less  productive   la:.d  had  been 
purcha3ed  by  the  United  States,   and  withdrawn  from  production,    to   offset    the  po- 
tential prodr.ction  of  these   new  lands. 

I    sl-ould  lihe    to   see  agricultural  produ.cts  protecte-:.  'oy  a  tariff  equal   to 
t.iat ^enjoyed  by  industrial  produ.is   in  fairness   to  all.      On  the  oth.r  hand  I   do 
v°|  -t°°^  y--^-^  agriculture  can  claim  any  special  consideration  because   the  things 
^  lo-"t-.Tt'''"f  f^^oxiective  tariff  ^vhereas   the  things  which  we  sell  often   sell 
so  lo...   t.iat_tne  tariff  .:.as   no   effect   on  the    oricc   received.      After  all,    an   effect- 
ive pro-.ec.ive   t^.rixf   is  a  burden  on  every  citizen  as   a  co2isr.mer  whether  "-c  ^7or--s 
on  a  farm  or  in  a  shop,    or  teacher    school  or  is    the   Secretary  of  Agrioalture. 

^  I    thi::i  f-.'st    eveiy  Americ--    citizen  would  like  to    see  tariff  re^-ulation 

ta..en  out   oi  politics  and  put   in  the  hands   of  a  comjnission   so  perma:;ont   in   nature 
t..ao   It   v;ould   DC    oeyond  the   reach  of  vociferous   raijioritics.      This  matter  is"  so  all- 

li...e    judges,    a-ould  be   appointed  for  life.      And  fi:ially,    I   a'-oixld  lihe   to   see   agri 

^^  n?'^°/'^'n^'7-^''''''^''    °-"'  '^^'^   com^nission  both  to  "orotect   f.rrr^rs   as  producers 
as   ot_  :r   industries   are  protc.cted  and  to   r  present    farmers   as   consumers.    '  To   sa- 
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thot  fai'rncrs  mal:e  up  the  largest  group  of  orgoaiized  consumers  in  the  coiritry 
\tou1lI  sccni  s.   fair  sta,tcncr-t. 

In  conclusion  let  us  fra.lj.y  face  tr.e  situation  that  fer/er  people  rail  oc 
needed  in  agriculture,  and  instead  of  raising  false  hopes  in  the  hearts  of  dis- 
couraged farmers  "by  paying  them  to  do  f.;.is  and  tha,t,  let  us  spend  our  money  to 
get  agriculture  on  a  firm  foundation. 

The  Soil  Conservation  Act  and  Ncct  Enfe-land  A;:;ri culture 
As  Applied  to  Forestr:' 


Read  "by  Robert  P.  Hpldsv.'orth,  Head  of  the  ?or(ajBt ry  Department,  Ilassachusctts 
State  College. 

(Hote:   The  following  paper  constitutes  a  rcpresontativo  view  of  a  norkahlc 
forestry  program  under  the  Soil  Conservation  Act,  approved  ura-nimously  "by  a  group 
of  fourteen  foresters  representative  of  ITcv  England.   T!''..c  drafting  comm.ittce  was 
K.  E.  Barraclough,  Extension  Forester  of  Kew  Hampshire;  A.  ?.  !-Jowes,  State  Forester 
of  Connecticut;  Howard  Hophins,  assistant  Regional  Forester,  Eastern  Region, 
U.S.F.3;  and  A.  C.  Cline,  Assistant  Director  of  the  ?:*arvard  Forest.') 

Tew  England  Farm  Woodlands  in  the  Agrici-'ltural  Conservation  Frogrgjn 

Under  the  Agricultural  Conservation  Program  for  193o  the  only  soil  con- 
servation practice  related  to  forestry,  that  is,  eligi"blc  for  payments,  is  the 
planting  cf  trees  on  crop  or  -oasturo  land.   Vfc  contend  that  of  equal  or  greater 
imDorta::ce  from  the  standpoint  of  t>.e  purposes  of  the  Act  tl-an  planting  open  land 
are  (l)  the  elimination  of  v;ort''~.les :;  weed  species,  defective  and  diseased  trees, 
and  ra.^'j-growing  stujiip  sprouts  in  existing  volunteer  stands;  (2)  t!:e  v/ith-holdi:Tg 
from  untimely  cutting  of  immature  trees  or  stands  of  dosirahlc  timber  species; 
(3)  the  partia.1  rather  than  the  clear  cutting  of  merchcaita-hle  stands  to  insure 
prompt  natural  restocking  follov/ing  cutting;  and  (U)  the  pla:iting  of  severclj^ 
ciitover  woodland  T/hicr.  is  not  satisfactorily  reotoching  at  present.   These  prac- 
tices are  the  most  needed  and  effective  means  "by  which  forest  soil  fertility  can 
"be  maintained  or  improved  and  V'\c    cconomac  production  of  tl:.e  forests  restored, 
and  none  of  tliem  is  now  in  common  use  anyr/here  in  the  region,   l.ioreovor,  to  head 
off  the  dovmward  trend  of  deterioration  from  reaching  the  stage  of  practical  for- 
est a..:-.ihilation,  it  is  essential  oo  reestciolish  the  econom.ic  ■..'ort"n  of  the  farm 
woodland  in  Hew  England  agric\ilture  "by  improving  "both  the  :;ualit;^  and  yield  of 
the  crops  to  the  point  .here  i'.icroasingly  intensive  silvicultural  treatment  will 
be  justified. 

'  The  practices  listed  above  can  be  fully  justified  under  each  of  the  five 

major  purposes  of  the  Act,  which  include  the  preservation  and  improvement  of  soil 
fertility,  tr.e  promotion  of  the  eBono'-^ic  use  of  the  land,  the  diminution  of 
wasteful  use  of  soil  resources,  the  -irotection  of  rivers  r:.C.   '  ar'iors  against  the 
destructive  effects  of  soil  ..-.rooion,  flood  control,  and  the  reestablis;.:jnent  of  farm 
income  at  a  level  com.para"jle  v.ltJe  that  of  ot'-.cr  industr;". 

P       Before  discussing  in  detail  the  relation  of  the  co::sorv.rtivo  handling  of 
farm  "oodlands  to  the  pur^^os-eo  of  t'  e  Act,  it  is  desirable-  to  give  a.   brief  pictiirc 
of  present  co3.iditions  in  the  regio:;.   Two  centuries  or  more  of  occupancy  of  the 
land  by  an  energetic  people  v.'":.o  loohed  upon  t'.c  forests  as  mnncs  rather  than  as 
renewable  .rce  cro'os  have  served  to  co'.ivert  "eeavil"'  timbered  arca.s  of  virgin  forest 
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into  a   vast  aggrcgacc  of  cutovcr  land  now  lar£;ol;'  suppo rt i : .g  s.-:.pling  and  sprout 
grov.'th  cholicd  v,'ith  ranli-growi"^  weed  trees  and  old  def  jctive  residuals  left  iDonind 
as  '.vorthlc.js  in  past  loggi  g  operatio.js  ,  and  wholly  inadequate  to  supply  local 
needs  for  sav/tim'bcr  and  other  prod.ucts  of  high  value.   For  the  most  part,  the 
second  growth  stands,  whic''\  crmc  in  follov/ing  early  cuttings  or  farm  atandorunent , 
have  heen  harvested,  and  in  many  cases  a  t"  ird  or  even  a  for.rth  generation  has 
\>oo:~'.   cut,   Ti.c  ccnimon  practice  of  alwa;;.rs  taidng  the  "b^st  and  leaving  the  worst, 
of  moving  portable  mills  i-.to  the  forest  and  cutting  everything  of  merchantahle 
size,  of  lee.vir^  all  the  slash,  andof  lettiiig  nature  taL-:e  ":cr  course  in  the  re- 
stoc'-.ing  of  cutovcr  areas  !  .as  resulted  in  a  progressive  impoverishjncnt  of  forest 
growing  stochs,  destructive  fires,  a:",  enormous  influx  of  inferior  species,  tiie 
loss  of  v.'ood-using  industries,  and  the  shri:ik:age  of  farm  income. 

During  the  course  of  forest  exploitation  and  the  rise  and  fall  of  agriculture 
in  N^w  Engla:id  th.e  forests  ha-.e  yielded  billions  of  f:;ot  of  lumber,  pulpwood  and 
other  products.  Until  recent  j^ears  t'-c  income  from  the  pro'.'ucts  of  farm  v/oodlands 
have  been  one  of  the  principal  factors  w'-ich  h^ve  softcncc'i  the  painful  process  of 
farm  abandonment.   Even  the  lov/  q^iality  "pn,sturc"  or  "old  field"  pine,  which  seeded 
in  on  abandoned  farms,  yielded  a  large  income  in  the  form  of  l-junber  for  boxes, 
pails  and  v/oodenware.   But,  with  the  clear  cutting  of  old  pincfield  stands,  nature's 
generous  gifts  to  the  improvident  owner  cejnc  to  an  abrupt  end.   Present  stands  are 
made  up  of  inferior  ■  ardwoods  to  an  ever  increasing  extent,  and  repeated  cuttings 
for  cordv/ood  are  tending  to  rec'uce  all  growing  stocks  to  coppice  growth  dominated 
by  the  rarJ.test  grov/ing  trees  of  t!  .0  most  aggressive  species.  Tiic  upbuilding  of  the 
region's  forests  is  a  gigantic  tash.and  .one  v^.ich  cannot  ;  ;:d  v.lll  not  be  undertr]:en 
by  the  average  private  owner  without  public  aid. 

TJ-.e  Preservation  and  Im-pro'.'oment  of  Forest  Soil  Fertility  and  Dimi-'.ution  of 
3xploitation  and  'S'asteful  and  Unscientific  Use  of  Natural  Soil  Resources 

Forest  soils  are  kept  in  their  most  fertile  and  uroductive  condition  by 
the  ;.iaintenance  of  timber  forests  with  a-oundant  leaf  litter,  shade,  and  moisture 
to  promote  the  continuous  formation  of  humus  material,  bj'  the  maintcnaiice  of  a 
mixture  of  the  better  species  including  a  substantial  proportion  of  broad-leaved 
trees,  by  the  emplo:."mcnt  of  selective  or  partial  cuttings  w:icli  provide  continuous 
protection  of  the  soil  and  the  prompt  establish-ment  of  a  new  generation  in  any 
openings  nac.c  by  cutting.   Reaearch  has  clearly  demonstrated  that  certain  soil- 
iiil^abiting  fauna  a:.d  flora  are  the  agencies  by  which  the  p':-.ysical  and  chemical  fer- 
tility of  forest  soil  is  maintained  in  the  absence  of  tillage.   If  the  beneficial 
action  of  t":.ese  organisms  is  to  be  maintained,  the  application  of  cultural  treat- 
ments is  reo.uired.   Siicli  will  regulate  the  composition  of  the  stand,  the  degree  of 
exposure  of  the  soil  to  the  action  of  the  elements,  and  provide  for  the  disposal  of 
slash — those  arc  among  the  practices  recommended. 

Continued  clear  cutting,  a  practice  v/hich  is  bound  to  persist  as  long  as 
thei-e  are  low  value  scrub  stands,  will  be  fuftlier  destructive  of  the  soil.   The 
only  profitable  procedure  in  cropping  low  value  stands  is  to  strip  f..e  land  and 
let  the  ensuing  low  value  stand  tal:e  care  of  itself,   rnc  vicious  spiral  of  con- 
stantly declining  soil  fertility  with  attendant  evils  of  poor  stand  composition, 
stoc-zing  and  growth  rate  and  greater  susceptibility  to  insects  and  diseases,  is 
intimately  related  to  present  destructive  methods  of  exploitat  ..on.   T'-b  otvious 
remedy  is  the  improvement  of  young  growing  stochs,  the  wit'-holding  from  cutting 
%f   imi.iature  stands  of  such  diaractcr  as  warrant  their  further  grov.'th  for  sav.'timbcr, 
and  the  conservative  logging  of  m>.rch.antable  sta;ids  to  save  trees  of  u;imerchantablc 
size  and  insure  natural  restochir^g  of  openings  made  in  cuttings.  Provisions  for 
such  treatment  is  also  made  in  the  recommended  loractices. 


J  -9 


.■i.;,''r 


231 

Promotion  of  the  Economic  Use  and  Conservation  of  Land 

Tlie  economic  use  of  the  farm  woodland  area  of  Nev/  "England  demands  the  up- 
"building  of  the  forest  growing  stocks  to  the  point  where  u'^e^'  will  yield  products 
of  su'ostantial  worth.   No  alternative  or  "better  use  is  ever  likely  to  "be  found 
for  the  rocl^  hill  land  so  common  in  many  parts  of  the  region.   It  is  indeed  for- 
tunate that,  in  spite  of  the  chuses  of  the  past,  the  existing  natural  forest  growth 
on  thousands  of  acres  of  cutover  v/oodland  contains  enough  good  trees  to  make  possi- 
'ole  the  gradual  development  of  valuable  timter  crops,  and  a  forest  cover  of  such 
com-oosition  and  density  of  s'toching  as  will  assure  protection  of  f'.e  soil  and  the 
improvement  of  its  fertility.   Such  an  ohjective  can  he  fulfilled  through  stand 
improvement  cuttings,  especially  cuttings  to  control  inferior,  short-lived  trees 
cf  no  worth  v/hich  almost  evrrirvf'^eve   dominate  the  "ores-nt  volunteer  stands  over- 
topping and  suppressing  desirable  trees  of  the  "better  species;  and  furtherm.ore , 
"by  allowing  desirable  stands  to  grow  to  a  sawtim.her  maturity,   Th.e  forests  are  now 
over-abundantly  stocked  with  low  grade  products,  such  as  fuel  wood,  but  there  is  a 
marked  decxth  of  trees  of  sawtimber  size  and  -luality.   In  view  of  this  fact,  and 
the  much  greater  soil  conserving  properties  of  tim.ber  forests  and  the  necessary 
sacrifice  in  oresent  income  involved  in  holding  stands  for  longer  rotations,  it  is 
contended  t'."£t  ;rants  for  forestry  practices  shovld  be  based  on  timber  growing  and 
should  not  include  the  grovdng  of  cordwood  crops  or  other  low  grrde  and  low  value 
products. 

Protection  of  Rivers  and  Plarbors  i\gainst  Soil  Erosion. 

Equable  stream  flow  for  dom.estic  and  industrial  uses,  the  maintenance  of 
stresjn  navigability,  the  prevention  of  soil  erosion,  and  the  control  of  floods  are 
all  present  major  problems  in  Kew  England,   All  are  dependent  to  a  large  degree 
upon  the  preservation  of  an  adequate  forest  cover. 

Erosion  and  the  silting  of  streams  and  reservoirs  is  most  severe  in  sections 
where  the  land  is  exposed  by  clean  cropping.   Clear  cutting  of  woodlands  exposes 
the  soil  to  erosion,  and  tlie  cleaner  the  cutting,  the  v.ecTer   it  approaches  agri- 
cultural land  in  its  erosive  c';.ejracter.   The  full  value  of  the  forest  in  preventing 
rapid  run-off  is  attained  only  by  keeping  the  forest  3oil  in  t"-:.e  highest  state  of 
permeability.  This  can  be  done  only  by  ^oroperly  regulating  the  density  and  com- 
position of  the  forest  cover.   Selective  or  partial  cuttings  p'-event  full  exposure 
of  the  soil,  and  serve  to  maintain  the  permeable  and  absorptive  humus  layers  of 
the  top  soil. 

In  addition  to  "olanting  crop  or  pasture  land  and  as  an  equally  effective 
soil-conserving  measure,  provision  should  also  be  m.ade  for  planting  soil-conserv- 
ing tree  crops  on  heavily  cutover  farm  woodlands  not  naturally  restocking  with  a 
desirable  tree  growth.   Such  non-restocking  cutover  land  must  be  classed  with 
other  «rpen  land  in  point  of  erosiveness,  rapid  run-off,  and  tendencjr  to  deteriorate 
in  fertility.   In  many  cases  planting  affords  the  only  means  of  forest  restoration 
on  cutover  land. 

Reestablisximcnt  of  parm  Purchasing  Power 

In  ITcw  England  approximately  15,000,000  acres  out  of  a  total  area  of  nearly 
^0,000,000  acres  are  recorded  as  farm  land.   Of  this  farm  land  nearly  fifty  percent 
is  in  farm  woodland- 
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The  depletion  of  t'le   farm  woodlands  tlirou^l:.  improper  cutting  has  reduced  the 
total  farm  income  "by  an  enormous,  but  at  present  incalculalDle ,  amount.   If  the 
future  purchasing  power  of  the  farm  is  to  "be  increased,  nmch  more  la'bor  must  "be 
employed  to  develop  and  restore  the  tim"ber  resources  on  these  7iOOO,000  acres  of 
farm  woodlands.   171  th  the  gradual  restoration  of  their  productivity ,  the  re  v/ill  "be 
and  increasing  opportunity''  for  rural  wage  work  in  the  woods,  sawmills  and  wood- 
usii^g  plants,  and  an  enlarged  market  for  locallj^  grown  sawtimher  and  other  quality 
products  from  farm  woo f.lauds ,  not  to  mention  a  more  ready  source  of  v^ood  material 
for  farm  purposes. 

Benefit  Payments  for  Farm  Wood-land  Improvement 

The  present  condition  of  Nev;  England  woodlands  h-as  "been  "brought  ahout  not  "be- 
cause proper  management  is  uneconomic.   On  the  contrary,  the  existing  system  of 
destructive  exploitation  is  the  uneconomic  one,  "because  it  has  destroyed  a  vast 
agricultural  asset  as  a  productive  entity.  There  is  a  general  lack  of  understanding 
on  the  part  of  woodland  o^niers   of  the  relatively  sirarple  prttctices  required  for 
stand  improvement.  These  practices  are  for  the   most  part  not  taujit  to  farmers 
either  in  agricultural  colleges  or  "by  count;/-  agents.   The  j\gricultural  Conservation 
Program  gives  an  op-oortunity,  through  the  offering  of  moderate  "benefits,  to  popu- 
larize the  proper  handling  of  woodlands  and  to  set  up  an  important  trend  toward 
forest  restoration,  v/ithoxit  which  agricultural  prosperity  in  many  parts  of  the 
region  is  not  to  "be  realized.   It  must  he  frahlily  recognized,  however,  that  ade- 
quate instruction  to  farmers  and  the  checking  up  on  the  performance  of  practices 
eligi"ble  for  grants,  ^.vill  require  a  material  increase  in  the  numhcr  of  extension 
foresters  working  in  the  region. 

In  view  of  the  unquestiona"ble  value  of  well-stocked  woodlands  as  soil  con- 
serving crops,  it  is  further  recommended  that  to  the  list  of  soil  conserving  crops 
there  "be  added  natural  stands  or  plantations  of  sufficient  density  of  stocking  as 
to  afford  at  least  two-thirds  of  a  complete  crown  canopy  over  the  soil  for  each 
acre,  composed  uo  the  extent  of  at  least  two-thirds  of  the  total  stand  for  each 
acre  of  sou-id,  well-formed  trees  of  one  or  more  dcsira"ble  tim"ber  species.  Under 
this  definition  of  a  soil-conserving  tree  crop  it  is  ohvious  that  Class  I,  or 
Soil  Conserving  diversion  paj-TTicnts  would  not  "bo  granted,  since  at  least  a  decade 
would  "be  required  for  a  plantation  on  land  taicen  out  of  soil  depicting  crops  to 
reach  such  a  degree  of  stocking  or  soil  coverage,   ^"oodland  not  growing  soil  con- 
serving tree  crops  as  a"bove  defined  should  remain  in  the  ITcutral  Class,  while 
recently  esta"blished  plantations  aiould  "be  rejected  as  soil-conserving  r.ntil  Such 
time  as  they  close  in  sufficiently  to  form  tvfo-thirds  of  a  complete  coverage  of 
the  soil,   (a  forest  tree  plantation  a  foot  or  two  high  cannot  he  considered  in 
effect  as  soil-conccrving  any  more  than  open  land.)   Class  II,  or  Soil  B^j.ilding 
payments  would  he  made  for  carrying  out  the  forestry  practices  herein  recommended, 
and  the  soil  huilding  allov/ance  would  he  increased  over  and  ahove  the  present 
allowance  oj   the  addition  of  such  acreage  of  farm  woodland  as  met  the  requirements 
stated  ahove  for  soil-conserving  tree  crops.   Since  the  average  size  of  the  New 
England  farm  woodlot  is  Uy  acres,  the  amount  of  increase  in  the  soil  huilding 
allowance  would  he  far  from  excessive,  especially  in  view  of  the  certainty  that 
not  all,  and  likely  not  even  a  half,  of  the  woodland  area  could  qualify  as  soil 
conserving  according  to  the  definition.  The  vo.st  potential  value  of  the  vroodlands 
involved  and  the  ahsolute  necessity  of  forest  restoration  for  anything  approaching 
a  balanced  agriculture  in  the  region  fully  Ju'-.tifies  such  an  increase. 
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Rc"buttc-1  DI3CUSSI0IT  By  Mr.  Tallacc 

¥e  have  listened  with  vciy  groat  profit  to  the  discussion  this  afternoon. 
I  might  raalce  a  few  conmcnts  with  regard  to  Prof c  isor  Holdswort": 's  statement  on 
forestry.   I  do  hope  that  Vs.   "^'oldsworth  and  Mr,  Ward  Shcpard  will  prepare  a 
statement  to  submit  to  I.!r .  Silcox,  for  him  to  go  over  and  see  if  "- c  cp^i   find  any 
liugs  in  it,  then  it  might  "be  taken  over  to  t>.e  AAA*   It  may  "be  that  something  ca:i 
"be  done  about  it  next  y3a.r.   Vfc  are  happy  to  looli  i-.to  it,  and  this  might  he  an 
appropriate  method  of  procedure. 

To  professor  Carrigan  0:1  the  Cjuestion  of  increased  c' airying,  I  thinl::  there 
is  going  to  he  rji  increase  in  dairy  pro'-'ucts  in  five  or  six  years.   As  to  the  rea- 
son suggested  "by  Professor  Carrigan,  nobody  can  say  for  certain;  but  if  it  docs 
happen,  they  say  15  or  20  million  acres  in  the  Middle  'Test  and  Far  ^'Tcst  will  be 
dive. ted  from  grain  to  grass  and  'ay.   I  doubt  if  that  means  the  immadiatc   in- 
crease in  butter  and  dry  mill:  that  '..as  been  inferred.   I  doubt  that  in  five  years 
or  so  you  can  produce  any  more  butter  than  you  did  before. 

Maybe  it  means  a  littl-;  increase,  "jut  you  will  produce  less  total  protein 
units  of  animal  food.   Moreover,  it  is  claimed  that  we  proC'XLced  more  livestock 
since  wc  have  had  the  land  in  grain  than  before  when  it  was  in  grass.   From  the 
standpoint  of  total  animal  protei;;.,  including  porh  aiid  beef,  t:::.ere  is  the  srjne  total 
of  animal  protein  and  animal  fat  whether  it  comes  from  bucter  or  from  lard.   I 
question  vhetl:cr  the  situation  would  be  measurably  increased  during  the  first  four 
or  five  ycrxs.  The  greater  part  of  any  increase  in  dairy  production  will  com.e  from 
other  reasons-   I  was  very  rmch  interested  in  Mr,  Chandl..r's  celightiu.1  presenta- 
tion, and  the  spirit  in  which  it  Avas  made.   The  exprcssability  of  '--uman  needs  for 
city  industry  was  strongly  emphasized.   People  no  longer  needed  on  the  land  could 
go  into  the  production  of  air  conditio:'.ing  equipment,  radios,  and  a  great  variety 
of  new  things.   U:ifortunately ,  the  transition  can  not  bo  made  as  rapidly  as  wc 
would  like,  A  real  problem  is  there,  and  one  w'  ich  Mr.  Chandjer  fully  appreciates. 

The  suggestion  of  Mr.  Chandler  ;7as  of  nev/  outlets  for  the  products  of  city 
industry,  and  no  suggestion  of  new  outlets  for  the  products  of  agriculture,  and  I 
share  t'.:.at  faith.   But  sup"i03C  wc  shcjld  secure  for  the  average  family  an  income 
of  two  or  three  thou.sand  dollars  a  year.   The  families  wo\i.ld  eat  mere  and  there 
would  be  about  twice  as  great  a  consi^jirption  of  tlie  products  of  the  dairy  and  a 
groatlj"-  increased  cons\unption  of  fruit  and  vegetables.   T^-^ose  families  who  get 
over  $2500  a  year  do  have  a  change  in  their  diet.   If  the  family  had  the  income  to 
pay  the  farmer,  the  result  would  be  a  market  "ncrc  inside  the  United  States  for 
the  production  of  50  million  acr^s  that  went  abroad.   We  would  not  consume  so 
much  v.heat,  because  families  v/ho  get  larger  incomes  do  not  eat  as  much  wheat, 

I  hope  we  can  have  the  ver^''  real  intelligence  w'lc"-.  exists  in  the  experi- 
ment stations  all  over  the  country.   I  would  like  to  sr-y  co  Mr.  Carrigan  this, 
that  ;-.e  represented  the  diversit;-.   It  is  proper  that  you  shou-ld  rcp-escnt  the 
diversity,  "out  you  should  keep  in  m.ind  the  unity;  but  the  time  unity  is  not  the 
unity  represented  in  Washington.   TIcc  true  unity  is  represented  by  the  States, 
and  by  "Washington  in  something  that  we  cannot  express.   Tl.ie  true  u^iity  is  the 
whole  s':ov.'.   I  hope  that  wc  cm  do  our  nart  in  gathering  statistics.   I  hope  that 
we  can  do  our  part  to  help  correct  the  sights  of  the  statsrj  by  seeing  those  differ- 
ences you  happen  to  overlook,  but  we  do  not  look  upon  ourselves  as  representing 
the  unity. 
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Tl'-C  suggestion  was  made  tliat  farmers sliould  not  accept  su'osid;'.   I  do  not 
t/iiTi^;  thc7  ever  have,  a:id  I  >.opc  t':c;-  never  will  ^■:.ove  to.   I  do  not  t';l:i;c  that 
t!K-  Soil  Conservation  program  roally  represents  a  suTssid;'',  any  more  t::an  the 
tariff  rcpnesents  a  su'dsid;/,  or  a  corporate  form  of  orga:aization  represents  a 
sutsidy.  If  there  were  no  corporations  in  the  United  States,  I  shovid  say  farmers 
shonld  get  no  sv-'osidj".   As  a  matter  of  fact,  the  farmers  n-a^^c  sulisidized  t'lc 
cities  of  the  nation  for  hundreds  of  years — Tjy  pouring  their  products  into  the 
cities  and  their  life  hlood  into  the  cities  oy  their  children.  $3,000,000,000 
represents  t'...e  s-um  poured  into  tJnc  cities  "by  sending  c!:ildrcn  into  towns. 

In  many  parts  of  the  cou^itry,  tr^e  farmers  have  paid  more  than  their  s".-.arc 
in  maintaining  the  joint  state  t;:jc  expenses,  because  ti-.ey  hold  a  ':.ighcr  degree  of 
visiole  property.   The  fanricr  suosidizes  tJ;.e  cities  if  f  ere  is  any  subsidy.   We 
all  sho\\ld  pull  together  to  "bring  aoout  tr^t  situation  i.v  ic^;.  is  "best  in  the  long 
run  for  the  v\rhole  country. 

k  hujidred  years  from  no'./  t'.vo-third.s  of  the  people  will  oe  descended  from 
one-fifth  of  the  women  of  the  country  nov;  living  on  farm.3.   Cities  no  longer  re- 
place themselves.   Does  t'.at  su  gest  that  the  nation  as  a  v/hole  may  enter  into  the 
t-'po  of  education  that  the  children  coming  from  the  farms  arc  eqrdppcd  with^   I 
thini:  tr.at  the  nation  as  a  whole  has  a  terrific  i'/.terest  in  t":e  blood  stream  coming 
from  th^e  farms, 

Kainter^ancc  of  th.e  soil  a:"-d  maintenance  of  the  population  are  the  tv/o  things 
by  wio.ich  a  nation  lives,   Tnat  is  necessary  to  maintain  t'.:at  soil  and  give  t'.ose 
children  coming  from  the  farms  a  proper  send-off  is  the  problem.   I  thinh  that, 
even,  to  hold  the  clf-ildren,  is  cs^^ential.   Agriculture  mast  have  her  tj'pe  of  con- 
trol, and  nTust  have  a  control  v.h.i  ?h  benefits  her  and  serves  che  general  welfare, 
with  the  state  stepping  in,  and  v,'ith  the  nations  across  the  i;ca  ste  Toing  in. 

Reclamation  is  a  matter  of  very  great  concern  to  tJe  farmer  in  the  hujnid 
area.   It  >-as  been  conducted  for  ma:ij^  administrations  and  came  in  early  in  this 
administration.   For  all  land  brought  in  under  reclamation,  an  eojaivalcnt  amount 
of  submarginal  land  has  been  acouircd  bj-  purcr.asc.   It  is  wise  for  people  to  re- 
main no  longer  on  submarginal  lands,  and.  tr.ero  is  a  need  for  a  gre.dual  program  of 
sicquiring  luch.'  lr.adr-,',  -..'itH  r.  Gor.cur:.  cnt  tranaf  cr  of  txt  ownifr;  af  these  lands  to 
new  land  brought  in  by  rcclama,tior..   Such  a  program,  I  s;..y,  iiould  be  and  is  the 
polic;^  which  is  in  existence  today.   It  may  bo  t:-:at  you  aiih  ::or  a  better  one  in. 
I'lev.'  ;h-.gland  but  for  all  the  United  3to.tcs,  I  doubt  w'.'.efxr  yov.  can  get  a  better' 
policy  t'  Cw".  at  t':e  'orescnt  time. 
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Tucsdr^y   Gveiiin^,    June    9 

S-a"b.1ect:    Cooperation  in  Fruit   a^id  Vcffeta"blc  Markcti:-g 

Chairman,   H.    F.   Tornpson,    Harlret   Gcrdener,   Past   President,    Cooperative  Providence 
Marltet   G-ardeuer's  Associa,tion,    Attleboro,    Mass. 

Openir-is:  P-crnai^lis  Uv  I-'r.    Tom-pson 

I   foci   pleased  that    I  was  asl:cd  to  spea:  to   t'lc   cooperative   organizations 
from  t'r.c   dealers'    standpoint.      Por    some  26  years   I  "-ave  been   in  the   Cooperative 
Providence   l.Iar::et   Gardeners'   Association  and  "'avo   acted  as   its  president    for    four 
years  and  for  the   last    eig-it   ^ears    I  have   cone  m-r  host   to   direct  the   activities 
and,    in  doing  so,    I  have  had  a  groat    dcrl    of   satisfaction  in  feeling  and  in  seeing 
that   there  v/as   a  real  chance   for  -orofitablc  cooperation  a^-ong  people  who  we^  c  un- 
trained in  such  things,    if  properly-  organized.      Wc  have   an  organization  of  vege- 
tahle  growers   composed  of  -\mcricans,    Italians,    Ai'menians   and  Portug-uese.      The 
Portuguese  and  Armenians   arc   in  the  ma.lority,    and  thjere  are   fcv;  American  Tarmers 
in  this   cooperative  project. 

It   is   cooperatively  owned  and  operc„tcd  and  iTianages   a  '±.olosale  market.      It 
has  property  w:..ich  is  assessed  for  5100,000  which  is   conservative  according   to 
estimates   of  the   Springfield  3a:?l-   of     Cooperatives.      E-is  orgaiiization  has   shown 
a  profit   for  the  past   S  or  10  3-cars.      This  'las  "been  accomplis":.cd  "by  a'bsolute  hon- 
esty  in  management,    n»   fa,voritism,    with  a  fairly   sound  orga-iization  and  a  system 
of  handling  the  funds   of  the  or;i-a:iization  through    outside  agencies.      With  any 
group  having  the   tj'-pe   of  minds   found  in  this   organizacion  such   staiidards   arc   essen- 
tial  to   its   success.      I   feel   that   the   cooperative  movement   can  grow  here    in  New 
England  to   tj-.e   benefit   of  the  fa'rmcrs  and  th^at   there    is  no   limit   to  what    it    can  do 
if  it    is  properly  handled. 

Organizing  Cooperatives   fo  Meet    Chain  Store   Demands 

By  Laurence  H.   Sevan,   Extension  Economist   in  Marl:eti:ig,   New  Jersey  State 
College   of  Agriculture,   Hutgers  University,    Uew  Bru:iswiclt:,    K.    J. 

A  vegetable  grower   in  Nev/  Jersey  recently  gave  his  vie'^'point   on  what  he 
wished  to   see   accomplished  in  marketing.      Wliile   he   stated  that  he    vrould  like   to 
receive  higher  prices   for  'ois  produce,   he    thought    the   real   objective   was   to   ViO.rrow 
the   sprcsid  between  the  prices  he   received  for   this   goods   and  retail  prices,      .^nd 
f-urthermorc  ,   he  would  like   to   see   retail  prices   follov/  vl-'.olcscle  prices  more   quick- 
ly. 

As   a  grov/er,   hewis  not   satisfied  '.vith  present  narket   conditions.      He   repre- 
sents  a  group  of   growers  w'-.o  v/ill    -.nt  be   satisfied  unlcs's   they   are  furnished  with 
the   facts   regarding  our  market   stnxctnre   and  they  want   definitely  a  program  for 
inrproving  conditions.      Without   definite   steps   being  made  towards   improvement   various 
forms  of  more   direct  marketiiig  will  be   tried  and  changes   arc   likely  to  be  made   in 
the  methods   of  vholesale   distribution  in  oui-   cities. 


a^  ■:: 


TIiG  cost  of  "landlia^  fruits  and  vegctalDles  represents  n  large  proportion 
of  t>e  co:-.s-mer 's  dollar  r-nd,  in  man:'-  cases,  more  t:-an  '"alf  t:;c  -^rice  ^v:-icr.  the 
cons-urner  pa^'s  represents  charges  made  after  f-^ese  products  reach  the  lar-^c  cities 
where  they  are  consiiineii.   7\'ith  the  general  decline  in  ;^riccs  of  perishable  :;oods 
after  1929,  marheting  costs  and  chai-gcs  c'dd  .  ot  fall  i::  proportion,  and  for  that 
reason  the  farmer's  share  of  t'ie  cons-urncr's  dollar  "bcccjne  very  snail. 

T'".crc  has  "been  a  growi:ig  interest  in  t>,c  irohlcra  of  rarheting  in  our 
metropolitan  areas  on  account  of  t':.c  rapid  a:id  significant  c"ia:".scs  in  rnarhcting 
methods  d\u-ing  f.-.e  last  fevf  j-.ears.   I.'ost  of  us  are  acquainted  with  these  cha:igcs, 
sue?-,  as  t>.e  increase  in  the  use  of  the  motor  truch,  the  increase  in  shipments 
from  producing  areas  to  small  co::suming  markets  without  going  throug" .  terminal 
facilities  a:^d  the  increase  in  direct  "ou^'^ing  "oy  chain  orga:.izations. 

This  discussion  v/ill  "bo  confined  to  only  one  of  these  ma.rhcting  proolcms 
and  will  deal  with  the  question  of  the  distri'xition  of  fruits  and  vcgeta''oles  "by 
chain  stores  and  the  relation  of  such  organizations  co  local  --rowers.   Chain 
stores  have  expanded  their  voIujtic  of  the  perishahle  ousincss  to  a  substantial 
amount  only  in  the  last  few  3.'ear3,  and  the  information  available  regarding  their 
meth.ods  of  operation  is  meager,  especially  in  their  rolat ..ons/iips  to  local  growers. 
Vegetables  and  fruits  v/ere  added  to  the  lines  handled  '^o'j  c-.c±v.   organizations  in 
order  to  attract  consumers  to  their  stores  more  frequently.   People  buy  fruits  and 
vegetables  more  times  per  weei;:  than  they  purchase  staple  proc'.ucts.   The  chain 
organization  felt  that  they  could  get  consumers  to  come  into  their  stores  more 
often  by  ".aving  fruits  and  vegetables  on  display,  thereby  increasing  their  total 
sales- 
It  is  estimated  t":.at  c"-ziin  orga:iizations  "-.andle  25  to  35  p  rcent  of  the 
total  volume  of  fru.its  oi'A   vegetables  consumed  in  metro 'lolitan  sections.   The 
study  '.7hich  is  nov/  being  carried  on  in  Philadelphia  v-ill  give  sone  exact  figures 
on  this  point.   T!-.ere  are  two  large  c'".ain  store  systems  in  the  Philadelphia  area. 
When  two  such  organizations  arc  distributing  30  pt,rcent  of  f;'e  produce  "-andled  in 
an  area.  t''e;-  are  factors  in  :>\ij*  distributing  system  t"-at  v/atfcant  careful  consider- 
ation. 

Several  questions  a.rc  ira;-':3diatcly  raised,  relating  to  this  situation. 
Te  are  interested  in  lT..ov/i:ag  what  c"-.anges  h.ave  ta]:cn  plaoe  in  the  marketing  struc- 
ture as  a  result  of  the  growth  of  c"."-ain  stores;  7?h-et".er  c'lain  stores  are  more 
efficient  in  the  handling  of  fruits  and  vegetables  t/.an  the  former  system  of  dis- 
tribution; v.'hat  are  the  advantages  and  disadvantages  to  individual  growers  in 
selling  to  c":ain  stores  a:id  w~-.at  t:-pe  of  mar]jBting  organisation,  if  an.;',  is  needed 
t-j   the  growers  to  meet  the  nov/  situation,   iinsv/ers  to  t":.esc  inajairies  are  necessa,rj' 
before  going  too  far  wit/,  suggestions  for  ma:-ing  changes  in  oui'  marketing  structure. 

It  often  happens  t/at  whe/.  a  new  development  tal-os  place  improved  methods 
of  doing  the  'jusincss  are  desired.   Tils  has  been  attoieptc/f.  by  c?  ain  orga:iizations 
both  in  thv-ir  metV-.ods  of  buying  and  selling.   All  c/ain  stores  have  established 
ware  ouses  for  assembling  a:id  clcussifying  the  .pods  to  asai -t  in  t.~.c  task  of 
supplying  their  retail  stores.   In  organizing  t":.eir  own  system  of  purcl'.asing  they 
have  worked  out  a  met}.od  of  estimating  demand  from  their  stores  that  is  based  on 
actual  fig-ures.   It  is  probrbly  mo-c  accurate  than  the  estimate  of  demand  which  is 
obtained  by  jobbers  through  t/.oir  contact  with  independent  retail  stores.   In  the 
.afternoon  t'.e  local  managers  c"'ock  over  t::.e  supplies  in  their  stores  and  estimate 
[what  they  are  going  to  n>;ed  for  the  next  day's  demands.   Sach.  branch  store  thcn^ 
tclephones-t'-.Gse  orders  to  the  central  warehouse  where  f::.oy  are  sumarized  and  given 
to  the  -o^rson  in  charge  of  bu^.'-ing.   Aftr,r  considering -Sha market  conditions  and  tho 
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possi'bility  as  to  u".:.cf  icr  store  r.ano-SGrs  nay  "be  a^blc  to  sell  more  or  loss  of  cer- 
tain products,  "bv^'crs  are  furr.isl-ed  wit":  the  totsd  volume  C3ti-:atcd  necessary  for 
the3e  stores,  a:-.d  purchases  arc  made  to  meet  t;-.ese  rcq.uircmc-nts. 

"']ien  they  first  "began  to  sell  fruits  and  vcgeta'olcG  a  nunlser  of  chain 
organizations  had  tr.eir  vc£;ctal:le  c  Tenter  handled  on  a  co.  cession  "basis.   In  other 
words,  t"-:.cy  leased  the  cou;it.r  \;o  an  individual  who  was  independent  of  t>-e  C'.ain 
organization*   The  management  fo\nid  in  most  cases  that  t"".is  v/as  not  giving  the 
service  that  consumers  desired  and  the  concesEion  plan  v/a"  disconti:-.ued.  'I':\q,-j 
have  since  plo.ced  t>.eir  o~rn  men  in  charge  of  fruits  and  vegetaoles  and  they  have 
endeavored  to  develop  displays  of  fruits  a:';d  vegetables  in  v/indows  and  in  st-^rcs 
which  will  please  tl'.e  prospocti- c  "bu;;-er's  eyes. 

T":.is  expcn  sion  into  the  field  of  vcgcta'bles  "by  c'-.ain  stores  }"^s  caused  som.G 
definite  cha.:gcs  in  our  narhcting  structure.   Tlie  num"^3er  o"  "joth  \7h0lesale  and 
retail  "buj-ers  on  our  markets  has  "been  reduced.   B-u;ring  has  oocorae  more  concentrated 
and  tl.e  delivery  of  hoth  carloads  r.nd  near"by  production  of  finiits  and  vegcta.'oles  is 
"being  made  direct  to  chain  v;archouses  in-stead  of  through  establis>-ed  city  m.arhets. 
Local  growers  deliver  products  to  the  chain  warehouses  on  en  open  price  "basis  and 
many  -ooople  "believe  that  such  price  arrangements  have  not  "oecn  "beneficial  to  the 
grower.   This  question  is  a  puzzling  one  and  it  will  pro"ba"'oly  toJce  some  time  ocfore 
the  correct  answer  can  "!jc  found. 

T"".e  v,'areh.ouses  of  chain  organizations  serve  an  area  100  to  I5O  mhlcs  dis- 
tant from  headquarters  and  supplies  mast  lea^'e  in  time  to  djliver  products  to 
stores  at  opening  hours,  city  m-arhet  hours  have  "been  lengthened,  and  it  '-.as  "been 
necessary  for  growers  and  dealers  to  deliver  their  products  to  chains  in  the  early 
evening,  w'nere  formerly  the  e.i.rly  norning  marhet  was  the  im/oortant  selling  period.. 
Perhaps  one  of  the  most  important  c'.anges  is  that  the  centralization  of  "buying  ^as 
increased  t'rc  need  for  the  asscrn'oling  of  larger  lots  of  standardized  products. 
This  is  one  of  the  serious  questions  facing  ncar'oy  grov/ero.   ."uiother  is  the  ru.ling 
made  "oy  ma:"!;;'  chain  organizations,  that  store  managers  are  not  allowed  to  "bu^'  from 
n'ear'by  producers.  In  some  areas  t";-is  has  caused  an  increase  in  the  cost  of  trans- 
porting produce,  since  it  must  "oe  hauled,  in  some  cases  a.  distai'ice  of  50  m.iles, 
for  delivery  tc  the  warehouses.   After  inspection  aiid  acceptance  'cy  t'ne  bu^'er, 
maiv  of  these  products  are  "bach-"  ouled  to  v/ithin  a  few  miles  of  the  point  of  pro- 
duction.  This  has  a  harmful  effect  uoon  the  quality  of  som.e  of  the  extrem.ely 
perisha"blo  products,  in  that  extra  handlings  and  long  trips  impair  their  value. 

Chain  executives  state  chat  there  is  no  easy  wry  around  t?ls  difficulty 
since  their  local  store  managers  arc  not  shilled  in  "bu^'ing  and  it  is  m.orc  econom- 
ical for  perisha"ble  products  to  "be  distri'outed  "zrj   the  chain  'rganizations  tlian  "biJ" 
individual  gro\7ers  v/ho  at  times  might  have  to  deliver  only  owq^   or  two  products  to 
a  large  num"ber  of  stores  in  one  tov/n.   There  are,  however,  no  actueJ  figures  which 
would  give  definite  information  showing  a  comparison  of  costs  "between  these  two 
met".:ods  and  until  such  figures  arc  availa^ble  it  v.lll  be  difficult  to  say  wliich 
course  is  the  most  efficient  for  bot"'.  parties. 

In  ae-jy  contact  the  v.-riter  has  "?.ad  T/ith  c":s.in  organizations  no  spirit  of 
antagonism  towards  local  gro'vers  is  evident.   Many  c/.ain  store  executives  believe 
that  it  would  be  mutually  adva:it"geous  if  grov/ers  "'".ad  a  better  understanding  of 
their  system  and  their  problems.   They  contend  that  they  are  prim.arily  in  the 
distribution  business  and  t"--:ey  \7ish  to  spend  m.ost  of  t/.eir  time,  not  in  buying 
but  in  selling  aaad  in  getting  the  goods  to  the  consumer  in  the  proper  shape. 
This  emphasizes  again,  their  interest  in  buying  the  specified  quality  that  they 
desire  v/ith  the  least  -oossible  effort.   As  one  bv.yer  exrorcsscd  it,  "We  want  stan"- 
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dardizcd  lots  of  goods.      Wo   T.o  not   nccessaril;*  denaiid  the  top  grade  "but  v/e  do 
v;ant   all  pac^-ages  as  r.earl;/  •ariiforn  as  possible."     Here  again  is    our  old  friend 
the  grading  problcn  and  in  es  ,ence   it    is   a  practical   question.      It   is,    shall   ^7e 
standardize  our  products  to  meet  the  demnd  for  centralized  Tmying?     Are  there 
certain  products   on  \7]-.ich  standardization  rill  pay  and  on  others  v,'hcre  no  increase 
in  return  vi.Z.\  be  received  \rj  grovers  for  even  such  siin-:)lc  practices   as  malting  all 
pachagcs   \7cigh  th.e   sane?      It   is   on  such  questions  as   these   t'at  \7C  need  more   in- 
formation,   similar  to  that  obtained  b;'  Dr.    Corbett   in  his  studies  on  the  Providence 
marhct . 

Last  sur.imer  v,'hile  going  throvigh  a  chain  vro,rehouse   in  Hev^arh,    t;-,e  manager 
stated  that  he  had  to  ^3,ve  tv/o  or  three  men  in  the  vegetable   section  doing  nothing 
but   inspecting  and  reai-ranging  packages  of  fruits  a,nd  -vc-.-etablcs.      One  man  was 
weighing  string  bea:is    a^id  bringing  them,  up  to  standard  wei^rht.     ^uiother  nas  re- 
moving the  top  of  each  baslret   of  imishrooms  to   see   xL  t'ley  were   in  proper  co;idition 
to   send  to  their  various  retail    stores.     The  manager   said  this  v/as  costly  but    it 
was  v.'orth.Vvhile  because  all  goods  v'ent   to  his   stores  pached  to   certain  specifications 
He  gave  figures   shov/ing  that  the  waights  of   string  bca":s  vcccived  from  local  pro- 
ducers  the  suHTier  before  l",ad  varied  in  a  ten  da;r  period  from  23  pounds  per  bushel 
to   2S  pounds  per  bus^-cl.      One   of  his  problems  was   to    send,   ar,   nearl;'-  as  possible, 
paeltages   of  the   Scjne  weight  and  quality  to  each  of  his  ISO   stores. 

Because   of  their  system  both  in  asriembling  and  advertising,    organizing 
special   sales  by  chain  stores  necessitates  considerable  pla^nnir^g.      In  some   cases 
this   is   done  as   far   ahead  as   a  month  and  in  other  cases   it   is   done  early   in  the 
week  for  the  Friday  and  Saturday   sales.      Tlxiir  polici-  in  amiouncing  early  in  the 
v;ock,    the  prices   for   sales  late   in  the   weelc,    is   one   of   tl'-e  causes   of  difficulties 
in  bu;>'-ing  from  local  auctions  in  Hew  Jersey.      Chains  wis'-    to  be  guaranteed  a  cer- 
tain volume  at  a  certain  price.      This  does  not  fit   in  well  v.'ith  the  auction  system 
of  selling  since  no  agreement  can  be  made  in  advance  v;ith  auctions. 

TT^.ile  distribution  by  chain  organizations   in  the    citie:;  loas  been  dcvelopiiig, 
growers  have  been  trying  different    sales   channels.      A  stud;r  rir^de  by  the  Farm  Credit 
Adminic.tration  compared  v/ith  one  made   in  Nev>'  Jersey  in  192S  shows  distinct   trends. 
Commission  ijusiness   in  the  cities  has  declined  definitely  and  selling  through 
auctions   end  country  bu^'^crs  ""as   increased,    substantially,      ^".ile  t>.erc  has  been 
some   increase   in  t":e   delivery  of  vegetables  from  local  gro'wers   direct  to  chain 
stores   the  survey  did  not   show  feis  to  be  a  substantial  volume. 

Ti'iBLE     I 

Pl^HCSI'T.iGS  OF  S-iL'"S  3Y  DI?7gP.3::'T   IF^JHODS   C0I'.?;JII"G  'SP--i?^S.    1928  and  193^ 

193^  192s 

percent         Percent 

Commission  Merchants  and  \ir:.olesalers 
Farm  o  r ' s  Marhe  t  s 

Country  Dealers  at   3?.ipping  Points 
At   Farm  -   Itinerant   Hercl-ants 

Canneries 

Roadside 
Retailers  -  Chain  Stores  1:  Ot':,er  Retailers   1: 
Farmers'  Cooperatives  - —  Auction  I.!arhets 

Ot'.cr  Cooperatives 
Miscella:ieous  -  C?nsumers,  Local  Hucksters 
Institutions,  etc. 
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Ccdarvillc 
372,829 

31 

22, S 

Ei^l'itsto'mi 
U65.776 

35 

ii-:-.o 

96.0 

so.o 

76.0 

52.0 

Figures  collected  this  spring  in  regard  to  selling  "by  local  growers  on  the 
Philadelphia  market  indicate  much  the  same  results,  commission  selling  accounted 
for  the  largest  part  of  the  "business  selling  through  local  auctions  caxae  second, 
selling  to  cash  "buyer  at  the  farm  third  and  selling  direct  to  chain  stores  next. 

The  Hew  Jersey  Produce  Auctions  are  cooperatively  owned  andcpcratod  'oy 
growers  and  the  volume  of  products  sold  through  them  has  gradually  "but  steadily 
increased  since  they  were  started.   Two  auctions  were  esta'blished  in  I928  selling 
160,000  packages  and  "bj^  1935  there  were  ten  which  sold  3.000,000  packages.   For 
the  state  as  a  v/holc  they  'arc  handling  12  percent  of  the  total  production  of 
fruits  and  veguta"blc3.   Their  greatest  service  so  far,  however,  has  "oeen  to  "both 
the  small  grower  and  the  small  "buyer.   Average  sales  in  193^  foi'  all  auctions  was 
18  packages.  There  was,"  of  course,  much  variation  "between  individual  auctions, 
one  of  them  (Dedarvillc)  liandling  a  rather  small  nura'ber  of  products  and  selling 
in  larger  volume  than  many  of  the  other  auctions. 

TABLE  II 

ITO.3]S  OF  PACICA55S   SOLD  07  T'.";0  AUCTIO^rS 

Total  nuraher  packages  sold 
Total   nura'ber  commodities 
Average  l'T•^m"bcr  packages  per   sale 
Percent  of  total  sales  furnished 
"by  sales   of   7  major  commodities 
Percent   of  total  sales  furnished 
"by  sales  of  3   coraraoditics 


Officials  of  these  acrutions  ?iavc  discussed  in  their  meetings  the  possi'bility 
of  increasing  the  volume  of  "business  and  the  question  of  "being  able  to  sell   to 
large  di3tri"butors.      They  are  faced  \7ith  the  question  as"  to  v?hothcr  they  prefer 
to  contin\ie  havi:ig  their  auctions  patror-ized  largely  by  small  "bus'-ers  and  small 
growers  or  v/hether  they  can  develop  some  moans  of  liandliiig  large  lots  of  produce 
and  so  contact  large  'bu^-'^ers. 

Under  the  present   set-up  New  Jersey  auctions  are  furnishing  a  place  v/here 
"buyers  and  sellers  can  meet  under  certain  rules   and  regulations  for   the  exchange 
of  goods.      If  they  wish  to  ;^o  further  in  satisfyirig  large  buyers  they  will  have 
to  decide  whether  they  wish  to  extend  their  operations   into  the  actual  merchan- 
dizing of  goods   or  whether  they  feel   that   it  would  be  preferable  to  h8.vc  local 
brokers  assume  the  responsibility  of  bTj;''i^S  pi'oducts  from  the  farmer  assembling 
them  and  being  r^^sponsible  for  the  quality  of  the  goods  that   go  to  large  distri- 
butors.    At  the  present   time  chain  orga:iizations  are  using  several  raet"-ods   in 
buying  supplies  at   country  points.      They  arc  purchasi:Tg  direct  from  farmers  through 
their,  ov/n.  buj'cra  or  throu^x  country,  bro'.iers  who  buy  from  farmers,    or  through  these 
same  brokers  who  buy  on  the  New  Jers^^y  auctions. 

The  experience  in  Ncv^  Jersey  has   shown  t"-..at  when  cihain  bij^j^crs  attend  auctions 
they  are  usually  recognized  and  they  liaTre  found  trjr.t   other  bu^'ers   "gang  up"    on  them 
in  bidding  with  the  result  that  the  price  they  are  obliged  to  pay  is  higi--er-than 
they  thirJ:  it   should  be.     One  chain  "buyer   stated  that   their  records   show  that   on  a 
strav/berry  auction  they  were  paying  a  higher  price   than  their  competitors  and  he 
felt  that  buying  at   auction  should  not  be  contined  by  his  concern. 
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In  Fcv;  Jersey  fc  suggestion  hc.s  "been  made  t"  .it  r.Tac'.  r;ood  would  rcsu?.t 
if  t""-crc  were  closer  cooperation  "oetv/cc-n  t"'..c  auctions  and  the  cl:.ain  ^.r.jpjiizationG . 
Soao  of  the  •i;rowcrs  feci  that  thoir  "bari-aininf;  porter  v;o-ald  'oc  ciihcnced  if  the 
auctions  cooperated  in  furnishini"  the  chains  \-rit/.  a  certain  proporti-n  of  their 
suDply.   T'-ere  is  also  sone  foeli..-_:  that  closer  relationship  octwccn  auctions 
and  C:^oans  v;ould  prevent  sone  of  the  waste  tl'.at  occurs  vhcn  s\v. plies  ai-e  heavy, 
provided  special  sales  coiild  "be  arran::ed  'sj   careful  planning  on  the  'ext  of  the 
alDove  groups. 

Some  figures  vcre  collected  in  New  Jersey  last  vcar  corparin^-  the  denands 
of  the  snp21er  cheans  with  the  supplies  rovailaole  on  the  auctions.   In  only  a 
fev/  cases  could  the  auctions  supply  these  chain  organizati  r.s  vdth  t'"-cir  -'e- 
quirenents  during  the  entire  seaso:..   With  a  few  corTioditios  only  was  there  a 
sux'plus  aoove  c'lain  roquirenents.   T"rx  difficult  .mesti^n  is  t"  e  ncchanics  of 
arranging  for  supply  and  delivery.   A  careful  chec?:-up  of  the  daily  reauircnents 
of  one  chain  store  showed  how  t'  e  volune  of  purc'.".ascs  varied  suTd st ant i ally  from 
day-to-day.  Purchases  on  l/Io:idays ,  Ti^ednesdar's  and  ?rida,-s  v/cre  in  much,  larger 
volune  t":an  they  were  on  Tuesdays  and  Thursdays,  Sone  of  the  norc  peris' lahle 
products,  such  as  poaches  a:id-  stra^••■bcrries  s"--Owed  no  cgL\lrj.'ity  of  purc'-ase. 
To  service  chain  stores  auctions  v/otxld  have  to  extend  t!:eir  services  and  assume 
responsihilities  w::ich-  they  do  not  carry  at  present. 

Attenpts  have  oecn  nade  in  co~perative  action  in  of  cr  places  to  deal  with 
chain  or-;anizaticns.   Several  years  ago,  in  southern  Massachusetts  an  organi- 
zation T;an  forned  to  deeJ  directly  with  c.-.ain  stores.  T/.c  grov/ers  furnished 
the  chain  organization  vdth  a  list  of  their  proba'blc  production  on  certain  crops 
and  the  chain  store  cheched  t?iese  v;ith  their  denands  aid  6.ccidcd  that  they  could 
use  practically  the  total  output  of  these  grovrers.   The  local  association  chose 
a  nanagcr  whose  duty  it  v/as  to  supervise  the  asscn^bling  and  the  quality  of  the 
product  and  to  "ave  direct  contact  v/ith.  the  chain  warehouse,  k   chech-up  of 
prices  received  in  the  first  year  hy  these  growers  shov/cd  t;;,at  t"'.e  chain  store 
paid  the  top  average  price  for  their  goods.  A  little  later,  a  group  of  apple 
growers  started  an  organization  to  deal  with  another  chain  organization  in  Boston. 
An  attenpt  was  nade  to  get  growers  to  sell  their  apples  to  this  chain  organi- 
zation steadily  fron  fall  to  spring.   One  of  the  greatest  difficulties  t/..at 
this  group  /.ad  to  face  was  t^.e  tendency  of  growers  to  speculate  with  tlicir  apples. 
This,  nore  than  a:Tj'  other  reason,  I  'oelieve  prevented  an;,'-  great  increase  in  the 
volune  of  apples  sold  under  this  plan. 

In  How  Sanps'.iire  they  have  had  four  years  of  successful  relationships  of 
cooperative  action  of  potato  growers  selling  t",,eir  crop  to  chain  organizations. 
Before  aii^'-  definite  plan  vn,s  considered,  a  careful  survey  r/asr.ade  of  the  volune 
of  potatoes  coning  into  New  Eanpshire  and  the  volune  of  potatoes  purcl.aged  "by 
chains  fron  different  sources.   In  addition,  a  consuner  preference  study  was 
carried  out.   One  c":ain  executive  v;as  convinced  fron  the  infornation  contained' 
in  this  stud^'  t>at  if  he  could  "landle  New  Hanpshire  potatoes,  he  would  "be  in  a 
"better  selling  position  to  conpetc  with  other  diains.   A  plan  was,  therefore, 
worhed  out  where"by,  for  the  first  year,  5  growers  were  to  supply  this  one  chain 
in  three  adjacent  towns.   Care  was  talien  to  see  that  these  5  growers  were  nen 
who  produced  higli  quality  potatoes  and  who  would  give  -service  and  live  up  to 
their  agrecnent.   The  plan  has  spread  to  other  Now  Hanpshire  areas  and  to  other 
chains.   Prices  are  Teased  on  Boston  quotations.   Potatoes  arc  delivered  'oy  each- 
grower  to  chain  store  assigned  to  him  and  :-.c  nust  grade  then  as  high  as  U.S.No.l 
quality  or  "'oetter.  Sach  grower  nust  agree  to  service  t::at  store  throughout  the 
whole  season  or  until  all  his  "ootatoes  are  sold. 
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Tjiis  plan  so  .i?.s  to  'vor'^.  "occa-usc  of  the  'bnnefits  accruing  to  'ootli  tj-.e 
"buyer  and  the  seller,   Eic  farner  'las  cin  assured  narlxt  outlet  for  his  total 
crop  and  the  Ijuyer  has  the  ootatoes  delivered  to  his  retail  f^tore  v.'ith  a  ninimum 
of  shriiiVai^e  and  a  contract  as  to  qn.ality.   In  carr^'-ing  out  the  plan  a  state 
potato  cor.r.uttec  was  organized  and  tJ:.is  cor-nittcc  had  to  use  its  authority  sev- 
eral tir.ics  in  dropping;  :nen  fron  the  association  who  v;ould  mt  live  up  to  the 
o-greencnt .   In  addition  to  t'-e  questions  of  savings  to  t;-.c  chain  orfjanization 
in  costs  of  buying  or  in  servicing  thqse  potatoes  it  is  felt  that  thej"-  arc  also 
interested  in  this  plan  on  account  of  thc«_,-;ood-will  that  accrues  to  their  organ- 
ization. 

T'T.ere  are  pro^balDly  other  developments  "by  cooperative  effort  with  chain 
organizations  and  they  v/ill  "bear  r,'atc;:in!.<;.   However,  one  of  the  difficult  thintgs 
to  decide  upon  is  vflr.other  t'-.e  esta-lDlishncnt  of  the  warchoi^se  vr.ich  is  the  facil- 
ity for  Jancfling  j^oods  nay  be  all  that  is  necessary  to  service  both  buyers  and 
growers  in  ,^;ctting  a  supply  for  t>c  chain  organization.   It  is  also  a  question 
as  to  wj-^et!  er  cooperative  effort,  because  of  the  real  interest  of  the  growers 
in  ha.vin-,-  their  crop  r.oved  efficiently  will  be  :noiic  valuable  in  servicing  to 
chain  stores  t?.an  private  buyers. 

One  recent  developnent  in  ITuv;  Yor!:  City  in  regard  to  chain  store  organi- 
zations is  v,'orthy  of  consideration  at  tj^is  ti:?.e.  k   rcorgr.niza.ti  on  of  f.  .e  one 
medium  sized  chain  f-is  winter  !  as  resulted  in  decentralization  of  the  individual 
store  management.   Stores  will  now  be  run  by  a  ]:Tanag£r  -.h_o  leases  the  store  from 
the  chain  organization.   All  t}".e  details  are  not  available  but  the  scheme  is  to 
centralize  buj'^ing  of  supplies  accounting  and  m.et>.ods  used  in  display'  and  store 
sj'-stems.  On  the  other  ?:and  individual  initiative  and  individual  management  will 
be  placed  on  the  shoulders  of  the  man  leasing  that  store.   Some  people  feel  that 
this  will  combine  the  advantages  of  the  chain  organization  in  mailing  certain  sav- 
ings due  to  centralization  but  that  it  will  also  tend  to  have  better  service  and 
better  sales  raet'.-ods  in  the  stores  due  to  local  ownership. 

jlfter  considering  t":is  T,h.olc  situation  there  do  not  seem  to  be  insurmou.nt- 
able  difficulties  in  the  ivay  of  preventing  grov;ers  from  cooperating  to  sell  their 
goods  to  chain  stores.   Wl'.ethcr  it  vdll  be  profitable  for  growers  to  talre  groiip 
action  for  this  purpose  will  depend  upon  a  number  of  factors  some  of  which  are 
listed  in  order  to  set  them  forth  more  easily: 

1.  Will  cooperative  action  by  growers  result  in  having  fruits  and  vege- 
tables reach  chain  stores  at  less  cost  and  in  fresher  condition  than  is 
accomplished  by  present  methods.  Already  a  st*.rt  is  being  mad.e  along  this 
line  by  forecasting  inform.ation  on  the  volume  of  crops  to  be  harvested. 

2.  TOiet'ier  grov;ers  near  the  marlcet  v.lll  prefer  aii  assured  outlet  for  a 
certain  volume  at  an  average  seasonal  price  or  whet!ier  t''.ey  prefer  to  sell 
their  own  crop  when,  where  and  as  they  please. 

3.  Ihether  decentralization  of  chain  store  system.s  taZzes  place  to  any  ex- 
tent and  if  so  viaether  cooperatives  could  service  individaal  stores  advan- 
tageously. 

Ua   WJiether  farmers  through  t':eir  cooperatives  are  vnlling  to  assume  the 
responsibility  of  assembling,  transportation  and  delivery  of  .goods  to  m.eet 
chain  requirements,  or  vhethjer  grov;ers  prefer  to  sell  their  produce  to  in- 
dependent brokers  who  will  render  this  service. 
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5.  'TCccthcr  "both  chain  stores   and  i^rovvcrs   fuol   tl'^.t   t>-crc  mi  >  t  Tdc 
nutual  advantages   to  eac"'   ^roup  in  order  to  have    -oods  flow  more  freely 
or  v/itl:  less  \7aste  to  the  ultimate  consumer. 

6.  TO-.cthcr  t"-.e  present  warchotxses  cstalDlishod  'o;'  ch.:in  stores  are 
sufficient   to  talco  care  of  assemblii'g  tr.c  volume   of  supplies   furnis'ied 
'07  local  grov/crs. 

fk      H'.ctlicr  chain  or<^'anizations  will  prefer  to   intc^jrate  their   system 
still  fur"-.ter  '07  financing  production  or  contiirac  present  methods. 

The  approach  that    is  Tseing  mo.dc  on  this  whole  question  in  Nev/  Jersey  is 
one  first   of  attem.ptin:j  to  o^otain  specific  information  on  those  questions   step 
^oy  step,    and  second  inbringint"  'ooth  ^^roups  chain   stores  and   --rov/crs  together 
for  a  better  understanding  of  each  other's   situation. 

DISCU33I01T 


Mr.   Handy,    Quest ion-»  Is  there  any  interest    in  the  chain  store  ''ouycrs  in  seeing 
cooperatives   increased? 

Be  van,    A:ispcr.       'Isn't   the  ans'.vcr  that   of  buying   direct  or   mflrectly  t/c  pro- 
duets   t]"-at   arc   offered  by  the   cooperatives? 

Ilr.   Eandy,    Question,      ^arc   thoy  in  favor   of    seeing  then  increase,   "however'? 

Ivlr.   3]d'.7ards .   .'aisvfer.      I   don't  hnow  that  the    qucstiin  has   ever  been  a:isv/ered, 
1/iy  belief  is  that  they  bu;''  as  cheaply  and  uniformly  as  possible.      It   is  a  matter 
of  business  organization  considering  economy;    if   the  farmers  can,    they  will  be 
the  first  people  vviI".o  v;ill  talze  advantage  of  it ,  and  th-ere  should  be  mutual  ad- 
vantage in  such  an  arrangement. 

Mr.    Tompson  -  T":e  economics  of  distribution  must  be   cooperatively  developed  from 
both  sides;   farmers    and  chain  stores.      The  development  of   cooperatives  ''as  been 
very  rapid  in  New  Yorh  State.    ¥.:ether   thcj'  will   come   to  iTcv/  ^^ngland  or  not   is 
a  question  I  thiiil:  probably  no   one   in  t;-.e  United  States  has  had  r.orc  experience 
and  tine   in  planning  than  Mr.    Crouch,    and  vie  are  pleased   to   introduce  him  as   our 
.  next   speal:er. 

The  Development  of  Cooperative  Regional  Produce  iiarhcts   in  the 
Ivorthcast   and  their  Place   in  the   Future   of  Np rthcastcm  A;<ri culture 

By  Lir.   E.   E..    Crouch,   Bureau  of  l/Iarhets,    New  Yorh  Department    of 

Agriculture,   iUba:iLy,    Hew  Yorh. 

Regional  Marlxts  Necessary 
and  Permanent    Institutions 

A  permanent  problem  -   The  market  problem  will  alrrays  be  with  us   and  should  be 
hajidled  with  the  future  in  view.     Most   of  the  difficulties  we  now  face    arc   due 
to  lach  of  vision  and  preplanning. 
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Daring  the  early  history  of  the  country  there  vre:e   valid  ree^sona  why 
permanent  plans  could  not  be  developed.   Ho'v,  with  a  population  v;hich  is 
approc'hing  a  stationary  point  a:id  with  the  information  available  on  regional 
planning,  it  should  he  possiole  to  plan  on  a  coraoarativelj''  permanent  basis. 
In  spite  of  probaMe  chajiges  in  production,  transportation  and  marketing  methods, 
permanent  food  iaandling  centers  or  markets  appear  to  be  needed. 

Simplest  and  most  direct  method  of  sale  -  Regional  izji±   local  markets  are  necess- 
ary and  perjr:anent  institutions  because  they  provide  the  cheapest,  simplest  and 
most  direct  method  of  sale  r^or   hoth  locally  grown  and  shipped-in  produce.   In 
the  case  of  locally  grown  produce,  the  completely  eliminate  many  of  the  costs 
to  which  the  long  distance  shipper  is  subject,  such  as  precooling,  freight 
charges,  deterioration  in  transit,  and  for  the  m.ost  part  bad  debts.   On  such 
markets,  tr.e  producer  is  his  own  salesman  and  business  is  done  on  a,  cash  basis. 
These  advantages  are  fully  ap  n-eciated  by  scores  of  shippers  who  have  lost  all 
or  part  of  their  profits  by  shipping  to  distant  markets. 

Provides  a  roarket  for  the  poorer  grj,des  -  I'^ot  the  least  of  the  advrJitages  which 
the  regional  market  offers  is  the  o7-.ortunity  provided  the  producer,  the  retail- 
er, and  tJ:-e  consumer  to  deal  in  produce,  the  nature  of  which  disciualifies  it  for 
long-distance  shipping.   Such  produce  costs  less,  answers  the  purpose  equally 
as  well  as  the  higher  classes  whicr-  cost  more,  caid  the  producer,  by  being  able 
to  dispose  of  it  even  at  a  low  price,  avoids  the  complete  loss  to  vvhich  the  dis- 
tant shipper  is  subject  on  this  class  of  produce. 

Fnolesaling  dominant  method  of  sale  -  The  regional  market  furnishes  a  place 
vThere  the  grocer  and  all  other  classes  of  retailers,  the  wholesaler,  the  jobber 
and  the  consumer  may  purchase  their  supplies  directly  from  the  farmer  and  the 
carlot  receiver  or  the  jobber.   Proiserly  planned  and  mana.gcd,  it  reduces  the  time 
required  to  transact  this  business  and  expedites  the  movement  of  produce  on  its 
way  from  the  farm  to  the  various  classes  of  buyers.   ^o.olcGaling  is  the  dominant 
method  of  sale  instead  of  retailing,  as  v/a-.  the  case  with  the  old-fashioned  cov- 
ered market  or  early  farmers'  markets.   Neither  the  farmers  nor  the  consumers 
have  the  time  or  care  to  use  the  market  for  direct  dealing  to  any  great  extent  , 
although  with  modern  facilities  and  the  automobile,  retailing  direct  from  farm.er 
to  consumer  may  become  more  popular. 

Modern  markets  expedite  and  cheapen  food  handling  costs  -  The  direct  benefits  of 
modern  mar]:ets,  lie  not  so  much  in  their  abilitj?-  to  bring  about  direct  dealing 
between  producers  and  consumers  as  in  their  ability  to  expedite  the  imndling  of 
perishable  produce  and  reduce  distribution  costs  for  the  producer,  the  Waole- 
saler,  tr.e  jobber  and  the  retailer.   Kodern  markets  equalize  distribution  and 
mialce  possible  the  establishment  of  prices  based  on  demand  and  supply.   Further- 
more, there  arc  many  indirect  benefits  for  which  credit  is  seldom  if  ever  given 
b;;-  the  public. 

Aids  in  establishing  prices  -  A  regional  market  serves  as  a  means  whereby  the 
price-maJuing  factors  of  demand  and  supply  and  other  market  conditions  of  a  local 
nature,  together  ;vith  the  price  on  the  nationaJ  markets,  may  be  brought  into 
action  in  determining  a  local  price  for  produce.   Without  a  market  where  the 
business  of  a  region  can  be  centralized,  the  establishment  of  icgional  prices 
is  largely  gu.esswork.   In  oth.^r  '.vordG,  a  public  market  serves  the  producer,  the 
wholesale  dealer,  the  city  peddler,  the  retail  grocer,  and  tl-c  consumer-buyer 
in  a  manner  similar  to  the  stock  excha.ngc  ,  the  produce  exchange  and  the  big 
national  grain  and  livestock  markets,  in  that  it  provides  a  mGa.ns  whereby  the 
price-ma2:ing  factors  of  supply  a.nd  demand  may  have  free  action  in  establishing 
prices. 
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Regional  markets  f-urnish  an  outlet  for  all  crops  and  serve  as  a  means 
of  equaliziAg.distrilJution  of  farm  products,  which,  in  turn,  prevents  gluts  and 
waste  and  levels  up  farm  prices. 

Intercity  truckers  and  re|gp.onal  marlrets  "bring  a'pout  equalization  of  distri"bution- 

Equalization  of  distrilmtion  is  Taroi-^ht  abotit  "oy  the  activities  of  the 
intercity  truckers  who  purchase  products  v/hich  are  plentiful  on  one  market  and 
scarce  on  another,  and  transfer  from  one  raar::et  to  another.  For  example,  when 
strav/berries  are  plentiful  in  the  New'biij'gh  area  thoy  are  puEchased  by  truc2:ers 
who  sell  on  the  Albany  and  other  marliets  wCaere  the  season  is  less  advanced.  On 
the  other  hand,  when  Oswego  County  strawberries  come  in  season  the  same  truckers 
may  purchase  them  for  sale  in  the  Kewburgh  area. 

Buyer  demands  centralization  -  The  movement  of  tomatoes  is  another  good  example. 
One  dealer  in  Washinj;;ton,  D.C.  ,  reported  to  the  writer  that  he  operated  five 
tracks  gathering  produce  from  all  parts  of  the  United  Statco  east  of  the  Mississ- 
ippi River.   In  the  v/inter  time  he  operates  largely  in  the  south,  moving  -lorth 
with  the  season.  He  reports  getting  tomatoes  and  other  vegetables  from,  the 
Buffalo  and  Syracuse  markets.  Llodcrn  mar3cets  would  facilitate  this  movement  by 
assembling  large  quantities  of  produce  so  that  this  typo  of  buyer  could  buj''  a 
full  load  in  a  short  time  at  a  competitive  price.   She  time  thus  saved  and  the 
adequacy  and  permanency  of  the  supply  v/ould  doubtleos  result  eventually  in  the 
establishment  of  regular  ti*ucking  routes  between,  the  primary  markets  of  the  Cen- 
ti'.al  Atlantic  and  Ncv/  England  States,   As  a  matter  of  fact,  our  New  York  State 
plan,  modified  to  suit  locr,l  needs,  should  be  extended  throughout  the  nation. 

Modern  markets  stimulate  local  pi-oduction  and  enable  growers  to  compete  favorably 
wich  other  states  -  One  of  the  chief  advantages  of  regional  aaid  local  markets  is 
that  they  stimulate  the  local  producer  to  grov/  larger  quantities  and  greater  vari- 
eties of  produce,  thus  assuring  the  cities  of  the  region  of  an  abundant  and  cJieap 
suprjly  of  fresh  fruits  and  vegetables  and  other  farm  produce  in  season.  Being 
assured  of  a  permanent  and  efficient  marketing  place  on  which  to  soil  his  produce, 
the  producer  will  naturally  feel  confident  that  he  may  increase  his  production 
without  undue  risk  of  being  unable  to  sell  it.   Growers  supplying  the  Albany  Mar- 
ket in  1930  claim  that  they  could  expand  their  business  of  $5,000,000  on  land 
which  they  now  own.   Many  of  them  have  stated  that  the;'  would  expand  if  adequate 
market  facilities  were  available. 

Ownership  by  Farmers  Cooperatives 

Two  regional  markets  under  control  of  cooperatives  -  I^  view  of  the  fact  that 
the  new  capltol  District  Market  located  at  Mcnands  is  ovmed  'oj   a  cooperative 
corporation  of  farmers,  and  that  the  f  cjrm.ers '  section  of  the  new  Buffalo  Market 
is  operated  ly  a  cooperative,  which  has  an  option  to  purchase,  there  appears 
to  be  good  grounds  for  the  conclusion  that  the  farmers'  coopcr.?.tive  is  a  desirable 
organization  to  own  riarkct  facilities.   However,  a  careful  analysis  of  conditions 
under  which  these  markets  were  created  indiceitcs  that  it  was  oiily  because  of  cer- 
tain favorable  conditions  r.ot  found  in  all  cities  that  the  cooperatives  were  able 
to  acquire  these  two  markets. 

It  is  too  early  to  conclude  as  to  tr.e  success  of  these  two  cooperatives. 
The  farmers'  section  of  the  Buffalo  market  has  not  developed  as  a:iticipated, 
which  appears  to  be  due  partly  at  least  to  the  fact  that  it  is  dominated  by  the 
produce  trade  and  railroad  interest.   For  example,  on  the  terminal  section  of 
this  market  no  green  goods  arc  allowed  to  be  delivered  by  long  distance  truckers. 
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Bcing  ovrncd  and  operated  'jy  t'lc   c oinmi s s i on  men  and   railroad  ir-tcrcsts,    a  reason 
for   this    restriction  is   obvious.      Aiiot/'-cr   factor  w'lich  -ondcnj-'Otodly  has   a 
iDcaring  on  the   situation  is   the   laj^'-out    of  the  narhet  '.vith   reference  to   the 
farmer's   section  and.  the   fact   that   a  marhot   is   "bisected  by  a  main  thoroughfare. 
The  lay-cut   centralizes   the  business   on   the    opposite   side    of  the   thoroughfare 
from  v/hich   the   fr,rmcr's  marine t   i^   located  v/hich  nolzos   it  more   convenient   for 
the  buj'crs   to  purchase   local  produce   from  the  commission  raerchaP-ts  than  from 
the   faiTnors. 

The   cij^ericnces  of  the  ,^-rov,-er'3   in  developing  the   Ucnandr.  marhct   thus   far 
have   not  proved  that   ov/ners"ni-o  by  coopcrati-cs   is   the  best  method.      In  fact, 
these   experiences  point    definitely  to   the   advantage;   of  marhet   authorities. 

Cost   for   cooperatives  prohibitive   -   It   appears   that    it   v'-uld  have  tclzcn  at   least 
1^3,000,000  to  have   constinicted  t"e    ir.itial   development  of  a  m-dcrn  terminal 
marlzet    in  Buffalo.      In   ac.dition  to   this,    it   v/ould  "-,avc  been  necc^^saiy  to   offer 
inducements   to  the  trade   sufficient  tooff-sot   ar.y  losses  because   of   the   depre- 
ciation of   real   estate  w!  ich  mi  ^ht   accrue  as   a  result   of  relocation.      Neither 
the   city  nor  the  produce   trade  I'lohed  with  favor   on  the  relocation   of   the  market 
v;hen   it  v/as   first  proposed,    and,    it  was   only  because   of  ino:acer;.ents   offered 
by  the  rail:-oads,   not  possible  for   the  fcjrmersto.  offer,    that  a  change  of  senti- 
ment  tooh  place.      J^gain,    leadership   for  such  a  costlj-  project  would  h^ave  been 
difficult   to   develop  among  the  growers. 

Cooperatives  mi.^nt  restrict  use  of  narlcet  -  Aiicthcr  aspect  of  cooperative  owp.er 
ship  is  that  a  local  cooperative  ••ou.ld  undoubtedly  discriminate  against  produce 
located  outside  ot  its  marhet  district.  This  would  put  a  curb  on  the  free  move 
mcnt  of  produce  between  m.ar;.:cts  and  defeat  one  of  the  main  obicctivcs  of  modern 
marhets.  Even  a  state-vdde  cooperative  might  find  it  difficult  to  keep  peace 
between  its   component   organizationsbecausc   of  a  competition  bctv/een  districts. 

Buffalo   Growers   en.joycd  uiTUGU.a,l   opportunity  -   The   Buffalo   grov/ers  were  fortunate 
in  being  able   to   go  along  with  a  movement   sponsored  by  the  railroads,   which  at 
that   time  xicrc  able   to   supply  the   leadership  and  the  money  necessary  to   create 
this  new  toraiinal.      From  the  3Tj.'':fa.lo   expericnco,    it  is  obvious   that   another 
opportunity  of  this    sort  will  o.ot   arise. 

Building  of  I.!enands  bridge  made   ilcnands  marhet  possible   -   In  the   i'J.bany  district, 
the   thing  tJoat   made   it  possible    for   the   cooperative   to   'ouhld  a.  mcjohot   was   that 
with  the    construction  of  the  I'enands   bridge,    an  ideal   site   '-as  nr.dc  available 
and  at   a  vciy  rcasona.ble  price,      xven  with  tMs   adveatage   it    tooh  nearly  three 
yet'.rs   of  "lard  v/ork  and  a  sacrifice   of  thousands  of  dollars  oii  the  pojrt  of  the 
leaders   of  the    organization  to    bring  the  project   through  its    initial   stages. 
There   are   no   other   cities   in  the  state   vherc   conditions  are   so   favorable  to  a 
development  by  cooperatives  as  in  Albany. 

Growers   could  not  have   built    in  .'J.b?.ny   -   It  wuld  "oTcVe  been  impossible   for  the 
-ilbany  growers   to   ■".avc   constriictod  a  iTarket   within  the  city  limits   of  Albany  be- 
cause  of  the  cost,    the   lack  of  po'.vcr  of  eminent   domain,    aiid  the   opposition  which 
they  v/ould  have   encountered  on  the   part   of   the  produce  tra„de    and  the   city  ad- 
ministration. 

Present   competition  a  serious  barrier  -  As   it   stands  now,    the  growers'   market 
is   obliged  to  compete  witli  two   cit/-  ma.rkets.      This   co!:ipcticn  has   alread^'-  prevent- 
ed the  project   from  achieving  the   success   it   deserves   and  has  been  very  costly 


for  all  engaged  in  the  produce    ousiiicss.      The  nr-jpcr   solution  cf  the  protjlcm 
can  "oc  reached  onlv  througii  some  agency  which  has  "both  t/.o  pox/cr   of  anincnt 
domain  and  to   abolish  competitive  nar".:ct3.      Cooperative  corporations  have  ncit?icr 
of  these  povrcrs. 

Public   interest  conserved  under  cooperative  ov/norship  -     The  principal   advantages 
of  cooperative  ov/nership  lies  in  the  fact   that   the  growers  arc  able  to  control 
the  facilities  neccssa.ry  for  the  marhoting  of  their  produce  and  be   independent 
of  any  civic  agency.      Since  they  arc   :.in-profit  coi'poratiov.s,    the  public  inter- 
est   is   also   conserved  uaider   sxxch  ov;nership. 

Some  Tacts   to  Consider  in  Fonmilati:y;  a  State 
Folic;''  0':^  Regional  Harhcts 

Public   interest   first   consideration  -    In  determining  a  state  policy  in  regard 
to   the   ovrnership  and  control   of  Regional  I.Iar:rcts   it   is   :-:CccGGary,    of  course,    to 
con'jider   first    of  all   the   interests   of  the  people  as   a  reiolc.      It  has  been  sho\Tn 
that   in  the  building  of  t'lc  Suffalo  marlcet  under  private  axispices,   a  vast   amount 
of  money  r/as  r;asted,    which  must   be  paid  by  the  ultimate  co:isumer, 

I.onopolistic  nature  of  the  bu-siness  -  The  waste  of  money  in  establishing  this 
marhct  may  be  small,  however,  coirroared  with  v/hat  the  public  may  eventually  be 
obliged  to  pa;;''  because  of  this  method  of  ownership.  The  greatest  danger  lies 
in  the  fact  t>.at  the  business   is  monopolistic   in  nature. 

Attempts   to  decentralize  the  business  have   failed  -     Tl^is   is   because  of  the  n.i-.t- 
ural   tendency  of  the   business  to  centralize  at   one  point  ,   proof  of  w'iich  is   foxuid 
in  the  uiisuccGSsful  and  costly  attempts  at   decentralization  which  have  been  ma.do 
in  recent  yc;j:s   in  many  of    3ur  large  cities.      The   most   striking  examples  are 
found  in  Buffalo,   Now  Yorl:  City,   Eiiladelphia,    'feshington,    Cleveland  and  Bosto;n. 

Killions  v/asted    b/  competitive  building  -  There  arc    otherst-In  fact,   we  h-ave 
records  which  show  that  v;ithin  the  past   decade  $105,000,000  has  been  spent   in 
the  construction  of  terminals  in  the  United  States.      There  arc   doubtless  a  nurxboj 
of  which  v;e   ■  .ave   no   record.      It    is   estimated  t?iat   fully  half  of  this  vast    sum 
has  been  lost  because   of  the  inability  of  t':.e  proponents   of  competitive  terminals 
to  decentralize  the  busines.  .   jizid  after  all   this  va.st   cxrpendi tiire ,   t?ie  problem 
is  still  not  properly  solved  from  the  public   standpoint,      T^r.e  group  that  posscrjises 
the  money  and  intelligence  to  pich  out   and  acquire   the  mo.:t   strategic   locatioii 
and  provide   adequate   space  a^id  equipment   is  able  practically  to  monopolize   the 
business. 

Marhet   facilities   should  be  operated  at   cost-not   for  the  •iDro:"it   of  a  few  indi- 
viduals -     It   is  contrary  to  public  interest   to  "".ave  the  ownership  of  food 
tcrr.iinals   in  the  haiids   of  agencies  which  operate    for  pro:'"it.      ^''cj  should  be 
operated  at   cost.      The  president   of  one    of  the  largest   tormir.als   in  the  United 
States  claims  that   five  men  practicpll^''  ov/n  it.      Since  competit?ors  connot   do 
business   except  in  the  market   district,    the 3.c-- five  arc  in  ■:irtti.al   control  of  the 
distributing  business   throug"'.  their  power  to   limit   the  use   of  the   terminal   to  a 
certain  ntunber. 
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Uniform  nanageraent   adva::tar-:cous   -      Some  of  the   difficulties   involved  in  bring- 
ing- aoout   the   creation  of  r.iodcrn  riarhetc  by  cities   a:-d  as  private   developments 
have  alrcr-d;,--  been  pointed  out   in  this  report.      There  arc  other  reasons  why  it 
would  be   advantageous   to  have   the  mar::cts   owned  and  controlled  b;.^  a  public 
agency  tr.rougli  which  the   state   could  exorcise  a  certain  measure   of  supervision. 

Collection  of  data  nccessar;/  to   coujlize   distribution  -  lifter  nodorn  marhcts   are 
set  up,    their  nanagcnent    s':.ould  be   coordinated  and  made  uziiforn  throughout   the 
state.      There  should  also  be  compiled  the  data  neceasary  as   a  guide  in  bringing 
about   a  free  movement   of  produce  between  points   of  hig^i  production  and  strong 
demand.      This   data  must   not   on.ly  be   collected  daily  'b;dt   rmst  be    disseminated 
quichly  throughout   the   state.      Then,    too,    there   is   need  of  a  clearinghouse    for 
marhet    infoi'mation  on  each  of   o::.e   rcgiona.l  mar/icts   in  the  state  and  of  permanent 
records   of  the  business  tra:i3actcd  on  t-iese  marljjts,   together  with  a  record  of  the 
prices   received. 

Administration  of  agricultural   an:   food  la-'S   coxild  be   facilitated  by  cooperating 
with  regional  marhet   nanagc^'.ent   -   Ti'^e   administration  of  aj^ricultuxal  and  food 
laws   could  be   done  more   efficiently'  and  at   loss   post   if  ariangements   could  be 
made  v/hereby  the  Department    of  Agriculture  and  L'arlrets,   wV.ich  a d:.inis tors  these 
laws,    could  establish  headotiartcrs   for   sue",  worh  in  conjunction  vdth   the  region- 
al markets   of  the  state.      3;'  combining   this  worh  vdth  that    involved  in  compiling 
the   records   already  mentioned  it   would  be  possible   to  maintain  an  active   office 
on  t'nese   r.iaricets   and  place  the  Der^sn-tment    in  a  position  rheru   it   would  be   of 
much  greater  service   in  the  r.iarheting  and  protection  of  t':.c   food  supply   of   the 
state   than  it    can  possibly  be  as   nov;  organized. 

State   roads   a:i  analagous  problem  -      We  have   a  precedent   for  t'.e   expenditure   of 
state   funds   for  projects   of  this   sort    in  our  state-road  system.      Since  the   state 
started  its   road-building  progra;"n  in  IS9S,    there  "•:as  bv,-c,n  spent   by  the   counties 
and     state   $751. S5I  ,900.52*   on  t'le   construction  of   state  and  county  highways. 
In  addition   00   this,    the  toTCishi-orj   of  the   state,   according  to  records   of  the 
Comptroller's   office,    have  spent   a-nroximatel;^  $300,000,000,   mahing  a  total   of 
$1,051,251,900  for  this   new  transportation  system.      It   scons   t"'.at   if   it    is  a 
soujid  state  policy  to  spend  money  outrigl:.t    to  'mild  and  maintain  roads,    it   would 
logically  follow  that   the    state   sho'ild  assist    in  building  the   tcrmina.ls   necessary 
to  mal:e  this  new  transport at ion  system  effective   in  the  distribution  of  the  food 
supply  of  the   state   b;-  at   least    investing   in  the   bonds   of   regional  market   a,uthor- 
ities.      A  state-wide  system  of  r^^gional  and  local  markets  would  serve  this  purpose 
and  is  absolutely  necessary   to  bring  about   the   free  movement   of  farm  produce 
from  the   country  to  the   city  and  bctv/ecn  the   cities   of  Ivcw  Yorl:  State  and  other 
states.      "Farm  to  Market  P.oads"   ca:.'not   function  properly  withof.t  marl-zets.      The 
mor^    roads    the   state   "xiilds,    the   noxX    need  there   is   for  adequate   raar'-jcts. 

State  policy  established  in  IQlS   -   Tl'.c    sta^e   declared  its  policy  on  natters   per- 
taining to  the   food  supply  in  I9I0  by  the    enactment   of   the  FaiTns   and  liariets   Lav;, 
Chapter   o9  of  the   Consolid^ated  Lav.'fs ,    :,.ow  Chapter  ^-'rS   of  t":.o   La'-'s   of  1922. 
Section  3   of  Ai'ticlc   1   of   t:.i;3  law  read;;  as   follov/s:    "I.lattcrs   of  public   interest. 
Th^  production,   manufacturing,   marhcting,    storing  and  distri""ut ion  of  food,   and 
of  all-  the   instrumentalities  used   in   the  produ.ction  thereof,    includir^g   ferti- 
lizers,   feeding  stuffs,    materials,    a/DaracuB  and  raacl'.incir;-  used  or   needed  in 


*  Ap-iropriations   t'or   State  and  Coiuity  'lig'iways   bj^  3ta:c  'hj^gliway  Department, 
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co'-'.neccion  therewith,  are  matoors  of  public  interest  aiac.  proper  sulDJccts  for 
investigation,  encouragcncnt  ,  development  and  regulation  o;-'  t?-c  state  to  secure 
an  abundant  supply  of  pure  and  v/holesorae  food  and  to  protect  f-c  "".calth  of  :he 
citizens  of  the  state,  to  secure  the  exchange  of  such  food  anc'.  instrumentalities 
upon  a  fair  basis  and  at  marlcet  prices  uiacontrollod  by  speculation,  and  to  pre- 
vent frauds  or  other  violations  of  law  in  the  traffic  therein,  and  so  far  as  may 
be  to  eliminate  waste  and  loss  in  distribution." 

Administration  of  law  iianiica?  ^ed  for  lacl:  of  modern  marhcts  -  Ihile  the  results 
accomplis":ed  in  the  a(?mini  strati  on  of  this  lav/  have  done  much  to  improve  raar.'-ret- 
1:1(3  conditions  throughout  the  state  and  have  protected  the  food  supply  from  the 
malpractices  of  the  purvcryors  of  food,  the  worh  of  tr.e  Department  ha,s  been 
handicaproed  'o^   lach  of  a  completely  organized  system  of  a'ninistration.   To 
bring  about  the  cismplctc  organization  of  the  machinery  of  distribution  and  food 
control  it  is  essential  that  the  marhets  over  which  the  food  supply  moves  shall 
be  modernized  and  placed  under  such  measures  of  control  as  are  necessary  to 
give  t;:e  Department  the  basic  machinery  through  which  it  may  ad"inistcr  t?T.e 
Agriculture  and  Market  Laws.   In  other  words,  the  place  to  start  in  the  building 
up  of  an  organized  system  of  distri'aution  is  with  the  primar3'  markets  where  t'^-c 
food  supply  first  reaches  the  citj^.   The  efficient  adminifitration  of  such  laws 
on  these  martlets  would  greatly  facilitate  their  aeministrction  throughout  the 
entire  state.   Such  a  plan  would  result  in  increasing  thi  vfficicncy  of  the  work 
of  the  Departi-ient  and  at  the  same  time  reduce  the  cost  of  adi-.iinistration. 

General  Provisions 
of  the 
Central  New  York  Regional  I,!ar!xt  Lav; 

A  public  benefit  corporation  created  by  the  State  -  Ts^c   Central  L'ew  York  Hegion- 
al  l.Iarket  Authority  is  a  public  benefit  corporation  created  by  chapter  232  of  the 
laws  of  1S33.  Sta.te  of  llevvr  York.   The  same  act  created  a  P-cgional  liarliet  District 
which  is  comprised  of  the  cou:itics  of  Onondaga,  Oswego,  Oneida,  Cortland, 
Cayuga, and  Madison.   T"..e  lo.w  sets  forth  the  general  powers  of  the  Authority  as 
fol''.ows: 

"Such  authority  shall  e.ave  perpetual  c::istancc  and  t/e  pov/er  to 
acquire  by  exercise  of  t"ie  right  of  eminent  domain  or  otherwise 
such  real  estate  vdthin  tlie  district  and  other  pi  oportj'  as  may 
be  necessary  to  sue  and  be  sued,  to  incur  debcs,  liabilities 
and  obligations,  to  issue  bonds  and  other  evidence  of  indebt- 
edness, to  have  a  seal  and  to  exercise  all  powers  authorized 
by  tJ-is  act  and  reasonable  necessity  for  accomplishing  its 
pui'poses,  subject  to  the  provisions  herein  contained  and  the 
constitution  and  laws  of  t/'.c  United  States,  and  of  New  York  State." 

Controlled  by  -she  -people  of  the  district  -  The  control  of  t"  c  Authority  is  in 
the  hands  of  a  Board  of  t"  Irteen  directors.   The  Commissioner  of  Agriculture, 
or  a  representative  appointed  by  him,  is  a  member  ex-officio.  Hac   Boards  of 
Supervisors  of  the  Counties  in  the  district  each  appoint  two  members,  one  of 
whom  must  be  actually  engaged  in  fo.rming.   "ilo.ch  member  continues  in  office  at 
the  pleasure  of  the  Boa.rd  of  Supervisors  appointing  him,  and  serves  v.'ithout 
salary. 

It  is  the  duty  and  power  of  the'Authorit;-  to  detcri.iine  the  mar!:et  needs 
of  fe  district,  to  build  and  operate  such  market  facilities,  anf  do  such  other 
things  as  are  necessary  to  brin.^;  about  a  f r  e ,  cfficic::t  a:"d  '-"iroct  movement  to 
produce  all  the  V€:j   from  the  farm  to  the  consumers  in  the  cities. 
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Cities  and  counties  not  liable  for  de"bts  of  Authority  -  T;'e  real  and  personal 
property  of  the  Authority  is  exempt  from  taxation,  and  t'.'.e   honds  and  other 
ooligations  of  the  Authority  sre   not  a  deht  of  the  Sta,te  or  of  any  county 
or  counties  included  within  the  district.   The  only  source  of  income  is  the 
fees  chai'ged  for  fie  use  of  the  market.   T"'e  honds  of  the  Authority  are  revenue 
"bonds . 

Financed  ^oy   State  and  P.^.S.  -  The  initial  financing  of  the  Authority  for  . 
planning  and  initiating  itg  worl:  v/as  provided  by  t".:.e  State  vjicich.  made  an  appro- 
priation of  $5000-00  for  t'-j.is  purpose. 

The  funds  necessary  to  acouire  sites  and  co:-struct  theron  the  necessary 
facilities  were  provided  by  loans  from  the  State  and  Federal  G-overnments.   The 
Stace  loa.ned  the  Authority  ^165, 000  which  amount  hecomeo  payahle  after  the 
of-.er  debts  incurred  in  providing  the  initial  development  !~.ave  been  amortized. 

P.".?. A.  loans  $270,000  grants  $350,000  -  The  major  financin_v  was  done  through  the 
Federal  Zmergency  Administration  of  Public  "forlrs  (?.';V.A.  ),   This  organization 
loaned  tke  Authority  $270,000  at  h'^o   interest.   This  sura  is  to  be  amortized 
in  twenty  years.   It  also  made  a  grant  of  $3oO,000. 
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Coiiclusions  as  to 
State  Policy  on  Regional  Markets 


It  is  su:;gested  that  the  Str.te  — 

1.  Give  official  recognition  to  the  fact  that  the  creation^ 
maintenance,  and  operation  of  marlceting  facilities  is  a 
quasi  public  pro'olera,  in  which  it  has  a  certain  measure  of 
responsibility  to  the  public. 

2.  Recognize  the  marl^t  authority  plaii  as  the  most  practical 
means  through  which  to  administer  state  aid  and  super- 
vision. 

3.  Loan  market  authorities  a  portion  of  the  funds  necessary 
to  provide  modern  regional  and  local  marl-ets. 

U.  Kave  sufficient  jurisdiction  over  the  rarkets  of  the 
state  to  enable  it  to  exercise  such  supervision  as  is 
necessary  to  bring  about  the  unobstructed  movement  of 
produce  all  the  way  from  the  farm  to  the  conaum.er,  to 
protect  the  public  from  malpractices  of  the  purveyors 
of  food  and  food  products,  and  to  protect  its  interest 
in  such  markets  as  it  has  helped  to  finc^nce. 

5.   Recognize  cooperative  ownership  by  growers  as  preferable 
to  any  other  type  of  private  ownership  because  they  are 
non-profit  in  character  as  provided  by  law  thereby  pro- 
tecting the  interest  of  the  public. 

o.   Where  regional  mar]:ets  have  been  established  by  private 
interests,  they  shouJd  be  fostered  by  the  State  insofar 
as  is  consistent  with  public  interest  and  the  State  should 
regulate  them  if  and  when  it  is  in  the  public  interest  to 
do  so. 


The  above  policies  were  adopted  by  New  York  State  in  1933 
when  it  enacted  tT^o  regional  market  laws  and  appropriated  20fo   of  the  funds 
necessary  to  construct  the  regional  markets  planned  by  these  Authorities. 

The  working  out  of  these  two  authorities  has  fully  demon- 
strated their  practicability  for  the  purpose  of  creating  and  operating 
regional  markets. 
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DISCUSSION 


'<j,uestion  -  Did  you  have  ma  ±.  troLi''ole  in  convincing  the  j^:  v/  yorl".  Legislature 
that  the  Segioncl  Llarhet  Vifas  a  good  project  ? 

Answer  -  Yes  and  no,  it  tooh  aoout  15  ^ears  of  talking  to  convince  them,  "out 
once  convinced  they  acted  quichly.   It  was  necessary  to  do  a  lot  of  o.dvcrtising 
in  order  to  ;oru.t  it  on  the  nap,  that  is  why  you  have  heard  so  nuc;'_  a"boiit  it. 

Q,uostion  -  Of  what  does  a  marketing  authority  consist' 

Answer  -  The  Legislature  grants  a  "board  of  directors,  a  market  authority  to 
operate  in  the  district.   T"".ey  hold  their  o  "f ice  and  can  he  cfisir.issed  hy  the 
governor  on  charges.   Tlicre  is  a  special  authority  for  each  district.   T'.eir 
property  is  free  from  taxes  and  the  riarkct's  dchts  are  not  charged  to  the  city 
or  district.   The  only  security  they  have   is  from  the  rev^i^nuc  "bonds  whicli  they 
issue.   If  properly  managed  and  all  conditions  of  a  well  s.^t-up  regional  mrirket 
arc  met,  the  organizations  can  easily  "be  made  solf-lir^uidating.   !Eie  Syracuse 
market  shows  an  income  of  $50,000  a  year.   The  man  in  charge  of  the  S^Tacuse 
market  at  the  present  time  says  v/e  will  see  the  income  for  that  mar>:ct  going  to 
$150,000  a  year,   T7c  will  'oclieve  it  only  when  we  see  it.   Tnesc  food  handling 
facilities  are  practicallj'  monopolistic,  for  the  men  who  control  those  areas 
control  the  'ousiness,   Tiic  cooperative  is  the  "best  for.ri  of  orga:.ization  "bece-use 
it  is  "oy  law  not  a  profit  ma2-ing  institution.   That  is  one  rcr.son  whj''  they  con 
"be  made  self-liquidating.   In  purc'xising  a  market  site  it  is  necessary  that  all 
possi'olc  competitive  areas  he  taken  crjrc  of«   This  was  done  in  Syracuse  "by 
dividing  market  traffic  from  city  traffic, 

Q^estion-3id  Edwards  -  Do  you  have  an^^  otl.er  authority  hcsidea  t'.at  of  Few  York? 

Ansv/cr  -  Yes.' 

Eow  Can  The  Boston  Regional   Market   3c  Used  I.'ost  Zifcctively? 
By  Howard  S.   Russell,    Secretary,    The  Massachusettri   State  ?arm  Bureau  Federation. 

l.iost   of  you  have  gotten  up  early  in  the  morning  and  gone   dovrn  through 
the  Q^l.^ncy  market,   the  Faiiners'    Harriet,  and  over  to  the  tciininal   so  you  ':now 
a  little  "oit  a"bout  the  pro"blcm  that  the  farmers  in  the  eastern  part   of  Massachu- 
setts have  "been  facing  and  you  Iniow  the  conditions,      A':;ide  from  some  places  in 
dovrn-town  Hew  York,    it   is  the  most   congested  area  I  'ia\-c   scon.      Traffic  movement 
is  very  slow,   and  the   congested  conditions   offer  no  protection  to  the   farmer, 
Tney  need  a  nodern  mo-rkot.      There    a.rc   two   terminals  at   opposite    ends  of  the  city 
and  the  produce   trade   is   always  half-way  "between  with  trucks   jamming  the  traffic. 

Hot    only  has   the  space  needed  "by  the  tinicks   increased  over  that  needed 
"by  the  horsc-dravrn  vehicles,   hut    the   amount   of   produce  handled  "~£is   increased, 
and  the  "ou^'crs  have   found  it   increasingly  to   their  advantage  to    ouy  at   the  ter- 
minals,   rather  than  from  the  markers.      This   condition  hau  tal-en  trade  awa;;'  from 
the   farmers'  market    to  the  termin<als,    and  the  farmers  have  petitioned  the  city 
for  help. 


.  ^f  ■•■ 


.-      f  i   '■ . 


-^- 


^k' 


\ 


The  Boston  Market  GardcixrG '  Association  did  a  _jood  deal  of  work  in 
trying  to  correct  conditioiis  and  tiying  to  orgrjiizo  a  ner;  market.   They  finally 
formed  a  committee  to  stud;;''  the  matter  and  spent  tv;o  years  in  getting  information. 
'Je  tried  to  look  at  every  phase  of  the  problem.   ¥c  had  the  help  of  Mr.  Sevan, 
Mr.  Crouch,  the  U.S.D.A.  ,  the  Str.tc  College,  the  Extension  Service,  a:id  any 
other  assistance  we  could  secui'c.   The  views  of  the  farmers  themselves  ^verc 
invaluable.   Tc  had  tr.c  jjoverimcnt  a:id  '7.P.A.  making  studies  not  ■■only  of  bu^'^ing 
and  selling  "cut  of  possible  sites.   So,  when  wc  actually  embarked,  uc  did  so 
with  our  eyes  open. 

Our  hind-sight  now  ia  better  than  our  foresii-jit  then.   Still,  I  believe 
that  our  views  at  that  time  were  fundamentally  correct.   '7c  decided  that  the 
best  thing  for  native  producers  was  a  now  site  which  mi.^'ht  become  the  center  of 
the  marketing  section  of  the  city.  That  site  had  to  have  several  things.   It 
had  to  be  in  a  place  that  v/-as  :-.ot  congested,  it  mast  have  :;ood  railroad  and 
higliway  facilities,  it  must  comply  v,'ith  local  zoning  lav/s  a:"-d,  of  course,  t?nere 
must  be  an  ample  amount  of  reasonably  priced  land. 

The  site,  finallj'  selected,  is  in  the  city  of  Cambridge,  5  miles  from 
the  State  House  in  t]ie  city  of  Boston.  The  site  met  all  the  requirements  that 
'-7C  had  in  mind.   It  was  located  al.r.ost  in  the  center  of  the  greater  Boston  area, 
(the  development  of  business  in  Boston  seems  to  be  in  that  direction),  it  is 
located  on  one  of  the  best  lines  of  the  B  &  M  railroad,  and  it  is  surrounded  by 
trunl:  roads  which  raalrc-  it  easily  accessible  to  both  farmers  and  buyers.   Wo 
were  fortunate  in  securing  it  at  a  reasonable  price.   ITot  o:.ly  -fid  we  have 
30  acres  of  land,  but  tr.e  railroad  owns  considerable  land  which  will  allov/  ex- 
pansion. 

Having  a  sito  option  v/e  began  organizing  the  cooperative  among  farmers 
and  prepared  to  build  the  necessary  facilities.   ¥c  did  .  .ot  by  any  means  over- 
look the  importance  of  the  cooperation  v;ith  the  produce  trade.   ¥c  appreciated 
that  there  \7as  bound  to  be  heav;;^  opposition  to  our  plan,  not  only  from  the  city 
of  Boston  Tout  also  from  the  railroads  which  had  large  investments  in  their  ter- 
minal markets.   We  tried  to  secure  the  cooperation  of  the  prodii-ce  trade,  but 
without  too  much  success.   At  any  rate,  we  orga.nized  the  rnarkct ,  and  built  what 
we  considered  the  minimum  of  facilities  including  an  ad-ainistration  "ouilding, 
an  -uiiloading  platform  and,  since  that  time,  v/e  have  added  other  buildings.   Ten 
acres  of  the  land  was  concreted  and  lighted  with  brilliant  lights, 

I  thiri:  you  have  realized  from  what  Dr.  Crouch  has  said  that  a  market  is 
a  complicated  machine.   We  realized  that.   For  example,  I  suppose  you  have  all 
assembled  farm  maci'.inery.   Unless  you  Ic.ow  ".:ow  to  put  t?"^.t  machine  together,  you 
will  be  in  difficulty.   Wi-.ien  you  attempt  to  move  a  business  which  has  been  in 
one  position  for  250  years,  and  organize  that  business  at  a  new  site,  you  have  a 
job  on  your  hands.   ITc  oxpocted  this  and  found  it  so.   It  is  not  an  easy  job, 
but  it  is  one  that  our  directors  are  working  on  consta~:tly,  and  in  a  manner 
which  seems  to  assure  future  success. 

This  Regior-al  Market ,  which  we  have  started,  has  brought  out  one  important 
consideration;  namely,  tha.t  it  s£--ould  be  owned  and  opcr.;.ted  by  the  farmers  them- 
selves. .They  should  be  the  landlords.   7'e  felt  that  this  v/ould  furnish  our  farmers 
a  liotle  more  opportunity  to  ma:iage  their  own  "ausincss,  and  to  control  the  vrrious 
factors  entering  into  the  problem  even  as  Providence  had.  And,  in  some  things 
over  which  the  farmer  had  had  no  control  we  hoped  to  gain  some  m.casure  of  influ- 
ence. 
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In  piching  this  site,  our  committee  insisted  that  nc  toZic   a  place  that 
v,rould  "be  so  '.veil  located  that  even  thoug":.  onlv  a  dozen  farrncrG  used  it  vfccn  it 
started,  more  would  later  on.   We  '■\oped  too,  that  if  it  could  not  "be  used  for 
the  intended  purpose  it  could  "oc  used  for  something  else  ^7ithcut  great  loss. 
As  far  as  I  l:nov/,  cvcryood;;/'  feels  t'lat  it  is  a  good  site.   '7e  ran  into  heavier 
opposition  tl-an  we  expected.   T:.:c  mar':et  v;as  not  as  successful  as  we  j-ad  ":opod 
it  would  "be.   At  the  same  time,  all  througJ:  the  fall  we  had  a  suTjstantial  numlDer 
of  farmers  who  used  it  steadily,  and  a  considcra^ole  numlDcr  of  "ouc^ers  \A~-0   saved 
time  and  money  througl'--  its -use.   The  farmers  used  the  T'Xi.r'.zct   steadily  up  to 
Christmas.   During  the  winter,  a  nar:-:et  ho.s  Deen  held  tv,'ice  a  \Yeeh  to  accomodate 
a  num"ber  of  dealers.   How  that  spring  has  come,  practically  every  space  which 
we  have  "built  is  rented.   T7e  arc  now  constructing  a  new  "building  VLiich  could  "be 
rented  tomorrow,  "but  we  arc  waiting  to  have  the  rigiit  people. 

Tr.c   question  given  me  was  "!Iow  Can  the  Boston  Hcgional  l^arhet  be  Used 
llost  Effectively?".   BToW,  as  I  >-o,ve  said,  the  '-larhet  is  a  complicated  machine, 
affecting  a  great  nn.iv  people.   It  affects  the  general  puhlic  trade,  the  rail- 
roads, and  the  farmers.  Tlmvc   arc  a  great  raan.;^'-  different  parts  to  "be  put  to- 
gether. We  liave  tried  to  meet  t::.c  needs  of  the  'bu^'-ers.   ITe  l:xivc  appreciated 
that  native  farm  produce  alone  could  never  malce  a  marhct ,  and  so  we  have  hoped 
and  partially  succeeded  in  attracting  produce  trade.   ?fe  must  have  meat,  "butter 
and  eggs  for  v;holesale  groceries;  a  -d,  if  v:o  are  to  give  the  reason  ^iny   our  ma.r- 
het  has  not  grown  as  it  siiould,  it  is  "because  ".ve  have  n-ot  heon  a"ble  to  meet  the 
needs  of  the  bu^'^ers.   The  "ouycr  is  tr:e  first  consideration,  and  you  must  supply 
his  needs  if  yon.r  marr-.et  is  to  he  successful. 

I  don't  feel  as  sure  as  Ur.  Crouch  does,  "but  I  v/ill  talce  off  ray  hat  to 
"'.is  experience.   I  an  not  as  ]reen  for  pu"'olic  administration  as  '.le   is.   We  have 
discussed  many  times  the  possi'bility  of  pu"blic  administration  in  Boston  and  con- 
sidered the  manir  difficulties  xiq   hnew  v/e  would  encounter.   I  v.'as  convinced  avA 
still  am,  that  in  setting  up  tr.is  particular  cooperative,  we  did  the  "best  thing 
to  "be  done  ui^.der  the  circumstances.   As  farmers,  we  want  to  control  just  as  much 
of  our  own  "business  as  possi"blc.   Controlling  and  '.andling  one's  affairs  is  an 
integral  part  of  the  "business. 

The  question  is,  "HqW  Co.n  the  Boston  Regional  Kar:ct  "be  Used  Most  Effect- 
ively?"  In  the  first  place,  men,  the  "best  fning  you  could  do  v/ould  "be  to  per- 
manently locate  in  our  market  some  of  the  farm  cooperatives  of  New  Snglpjid. 
We  have  ojnplc  land.   We  have  a  small  poultry  cooperative  and,  I  "oclieve,  you 
might  v/ell  consider  the  possi""oilitics  of  esta'blishing  o.  Boston  !:.eadquarters  on 
this  site.  This  also  ap-olics  to  vegetables,  dairy,  and  laaiiy   other  things.   At 
t?--is  raarhet ,  business  can  be  done  very  quiclily  and  v.'ith  great  efficiency.   The 
reason  why  our  f.;Tmers  lihc  it  is  that  they  can  get  in  e,nd  out  v;ith  minimum  delay. 

There  is  a  place  fnerc  for  individual  fojrmers.   '"'e  had  farmers  there  last 
year  from  i.;assac"..:usetts,  Vermont,  and  Connecticut,  A  lot  of  our  farmers  would 
not  v/ant  3='ou  to  come  in,  but  I  '.vould  sa;^^  for  farm  produce  f-.is  summer  it  vdll 
furnish  a  good  place  for  the  man  vvho  wants  to  come  in  nig":t  after  night.   If  you 
arc  vdlling  to  stay  v/ith  tnj.s  place  weeh  after  weeh  it.  is  a  profitable  place  to 
do  business.  Twenty-five  farmers  who  have  been  satisfied  with  this  method  of 
selling  attended  the  animal  meeting.  As  I  see  it,  an^  mar:-ct  of  this  t^^pe  must 
meet  the  needs  of  sellers  vr.o  need  an  outlet.   It  must  meet  the  needs  of  bu;'"crs 
who  mast  save  time  and  get  their  goods.  Ilr,  Bevan  said,  "Start  v/ith  T^-at  you 
want,"  I  don't  believe  that  is  t"-.e  place  to  start,   I  believe  that  you  sl^ould 
start  with  what  you  really  nood. 


We  have  "been  very  ccor.onico.l  and  have  not  wasted  anj'  money,  "bailding 
our  facilities  as  the  trade  requires.   Wo  "believe  that  this  location  and  rxirhet 
is  destined  to  become  the  food  center  of  eastern  Ne\7  England.   I  Imov;  that  there 
arc  men  here  v/ho  will  not  agree,  "but  iDclieve  that  many  of  you  would  if  you  con- 
sidered the  su'b.ject  carefully.   We  do  need  a  helping  han^  from  ot?.cr  cooperatives 
and  individual  farmers  who  will  find  the  marhet  advantages  during  tlie  coming 
summer. 

Actually  one  of  these  marhcts  is  a  real  estate  proposition.  You  pay 
your  running  expenses  rather  easily,  "but  you  must  get  yoiir  operating  costs. 
Every  store  maZ.es  th.e  certainty  of  the  final  thing  more  coniplote.   We  arc  trying 
to  "build  now,  wo  have  a  restaurant  and  wo  expect  to  '"avc  a  "oaroer  shop  within  a 
weeh  or  tv/o.   Such  things  "brir-g  trade  into  your  marhet.  Here  you  see  in  progress 
a  farmers'  cooperative  that  >-as  tacltied  a  pro"blem  that  is  truly  great  and  worthy 
of  their  time.   I  have  little  use  for  a  group  of  farmers  wvio  do  not  care  enough 
a"bout  their  "business  to  give  the  time  necessary  to  worh  out  a  matter  of  this  kind. 
If  they  arc  real  men,  they  are  railing  to  sacrifice  something  for  themselves, 
their  children,  and  the  pu"blic  good. 

DI5CUS3I0IT 

Mr.  Temps  on  -  !E'-c  development  in  ch.e  Providence  "business  area  is  much  different 
than  that  in  New  Yorh  State.   In  1912,  12  men  signed  notes  for  $5000  in  order 
to  esta"blish  fncir  marhet.  These  men  have  carried  the  load  and  £ire  now  carrying 
on  without  mach  difficulty.  T^Sz   marhet  is  esta'blishcd  on  Govcr..or  Dyer's  farm 
near  the  center  of  Providence  and  a'bout  a  mile  from  the  state  capitol.  A  famer 
is  ch.arged  $^!0  per  stand  per  year  with  a  privilege  of  12  months'  occupancy. 
The  profit  from  that  $U0  has  paid  for  that  irarlret,  the  total  inde'btedness  is 
$31,000.   We  :-ave  distributed  $31,000  worth  of  stoch.   We  have  the  right  to  issue 
$75,000  of  our  stoch  "bat  we  have  not  seen  fit  to  do  so.   This  is  a  different 
type   "but  illustrates  that  there  are  individual  conditions  v/hich  must  be  worhed 
out  differently. 
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Wednesday  moraing,  June  10 

Su!b,1ect;  Cooperation  for  Dair3»Tnen. 

Chairman,  5.  H.  Jones,  State  Comnissioner  of  Agriculture,  llontpelier ,  Vt. 

The  Relationship  of  Coo-peratives  to  Federal 
Mill-!:  Marketing  Orders. 

By  E.  W.  G-axjjimitz,  Ciiief ,  Dairy  Section,  Agricultural  Adjustment 
Administration,  U.S.D.A.  ,  Was":ington,  D.  C. 

The  subject  vviLiich  I  have  Deen  assigned  today  is  very  "broad  and  somewhat 
intangiole,  and  with  respect  to  which  there  prohahly  exists  as  much  diversity  of 
opinion.  On  the  one  hand,  we  have  those  Wao   proclaim  in  a  more  or  less  dogmatic 
manner  that  the  milk  cooperatives  are  wealcened  hy  the  Federal  milk  program..   On 
the  other  hand, we  have  those  who  claim  equally  as  dogmatically  that  the  Federal 
program  has  done  a  great  deal  in  fostering  mill:  cooperatives.   Let  us  examine  the 
suhject  under  four  rather  oroad  headings :  First,  the  proccedure  that  is  followed 
in  developing  milk  orders;  second,  the  relationship  between  milk  cooperatives  and 
the  Federal  milk  program  as  set  forth  in  the  provisions  of  the  Agricultural  Adjust- 
ment Act  as  amended  last  Au^Tist;  third,  the  pu.rpose  of  milk  cooperatives  as  com- 
pared to  the  purpose  of  the  Act;  and  fourth,  the  milk  regulatory  mechanisms  of  the 
Act  and  their  similarit;'-  or  dissimilarity  to  the  marketing  mechanisms  long  used  hy 
cooperatives. 

First  consider  the  usual  procedure  that  is  followed  in  developing  a  milk 
order.   The  Federal  G-overnment  at  all  times  stands  ready  and  willing  to  cooperate 
in  the  development  of  a  milk  order  in  markets  where  it  has  the  legal  power  to 
regulate  the  handling  of  milk,  namely,  in  markets  where  a  sahstantial  portion  of 
the  milk  moves  in  interstate  commerce,  Eowcvor,  we  do  not  solicit  orders,  "'e 
feel  that,  as  long  as  local  elements  in  a  marlret  are  handling  the  situation  in  a 
manner  satisfactory  to  them,  it  is  unnecessary  to  endeavor  to  develop  a  program 
for  that  market,  rience,  all  licenses  and  orders  tliat  liave  "been  isssucd  have  Dcen 
requested  hy  organized  producer  groups  in  themarkets.   Once  a  request  for  a  marlojt- 
ing  agreement  and  order  is  made,  a  series  of  conferences  hetvireen  members  of  the 
Dairy  Section  staff  and  elements  in  the  market  is  held,  and  a  proposed  m.arketing 
agreement  and  proposed  order  is  drafted.   Tl\en  a  public  hearing  on  the  proposed 
agreement  and  order  is  held,  at  which  time  data  are  collected  with  respect  to  the 
economic  situation  in  t!:c  market,  and  arguments  for  cuid  against  the  proposed  agree- 
ment and  order  are  heard.  Thus  far,  the  cooperatives  in  every  case  have  not  only 
requested  action  in  tiie  market,  but  !aave  been  of  material  aid  in  developing  the 
program  for  the  market.   It  should  be  noted  in  this  connection  that  in  all  the 
public  hearings  held  to  date  the  cooperatives  'lavc   t alien  the  lead  in  presenting 
the  data  material  necessary  in  order  that  a  soi^nd  agreement  and  order  be  issued. 

Once  the  hearing  is  held  on  the  proposed  agreement  and  order,  the  da.ta 
collected  at  the  hearing  arc  carefully  v;eighed.   1/  some  cases,  chaiigcs  in  the 
proposed  agreement  and  order  arc  made  necessary  in  \'lew  of  the  information  intro- 
duced at  the  hearing.   The  agreement  and  order  is  then  drafted  in  final  form, 
given  tentative  approval  by  the  Secretary  of  Agriculture,  and  sent  to  the  market 
for  the  purpose  of  securing  producer  and  handler  approval.   If  the  requisite  per- 
centage of  producers  a,pproves  the  issua::ce  of  the  order,  it  is  finally  approved  by 
the  Secretary  and  put  into  operation. 
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Except  for  t>.c  gcuorcil  provisions  of  the  Act,  em"bodyi:ig  as  the:/  do  the 
mechanisms  that  tend  to  effectuate  and  nial-e  niar>et-wide  the  programs  followed 
■fay  cooperatives  "before  the  Act  was  passed,  probably  the  most  significant  formal 
relationship  of  milk  cooperatives  to  the  Federal  mill:  program  is  found  in  section 
Sc,  paragraph  9.  dealing  with  producer  approV' 1  of  the  order.  As  you  laiow,  an 
order  can  "be  issued  only  if  the  Secretary  finds  that  its  issuance  is  favored  "by 
t'.vo-thirds  of  the  producers  affected,  "by  nujiilDcr  or  volvune. 

The  significance  of  producer  approval  of  the  issua:ace  of  an  order,  as  it 
bears  upon  the  relation  of  cooperatives  to  the  Federal  milk  program,  'becomes 
apparent  upon  consideration  of  section  3c,  paragraph  12,  which  states  that, 
"Jnenevcr,  pursuant  to  the  provisions  of  this  section,  the  -Secretary  is  required 
to  determine  the  approval  or  disapproval  of  producers  with  respect  to  the  issuance 
of  any  order,  or  any  term  or  condition  thereof,  the  Secretary  shall  consider  the 
approval  or  disapproval  oy  a,n7  cooperative  association  of  producers,  bonafidc  en- 
g?.ged  in  marketing  the  commodity  or  product  thereof  covered  "by  such  order,  or  in 
rendering  services  for  or  advancing  the  interests  of  the  producers  of  such  commod- 
ity, as  the  approval  or  disapproval  of  the  prodn.cers  who  are  members  of,  stock- 
holders in,  or  under  contract  v/ith,  such  coopero,tive  association  of  producers." 
In  most  cases,  the  cooperative  association  by  its  vote  can  largely  determine 
whether  an  order  can  be  issued  in  any  prjrticulai"  market. 

Thus,  v/e  find  th^at  not  only  do  the  cooperatives  usually  talce  the  initiative 
in  requesting  an  order  and  presenting  the  data  and  information  necessary  that  a 
sound  order  be  issued,  but  they  also  play  an  important  part  in  determining  whether 
an  order  will  be  issued  by  their  vote  for  or  against  the  order. 

Section  Sc,  paragraph  5>  sub-paragraph  3  carries  certain  provisions  of 
interest  to  cooperatives,  as  follows:  "Nothing  contained  in  this  sub-section  (5) 
is  intended  or  shall  be  construed  to  prevent  a  cooperative  marketing  association 
qualified  under  the  provisions  of  the  Act  of  Congress  of  Febiniary  IS,  1922,  as 
amended,  known  as  the  'Cappor-Vol stead  Act',  engaged  in  making  collective  sales  or" 
marketing  of  milk  or  its  products  for  the  producers  thereof,  from  blending  the 
net  proceeds  of  all  of  its  sales  in  all  markets  in  all  use  classifications,  £ind 
making  distribution  thereof  to  its  producers  in  accordance  with  the  contract  be- 
tween the  association  and  its  producers:  Provided,  tltat  it  shall  not  sell  milk  or 
its  products  to  any  handlers  for  use  or  cons^omption  in  aaiy  market  at  prices  less 
than  the  prices  fixed for  such  milk. " 

As  far  as  bargaining  cooperatives  are  concerned,  the  serious  question  which 
ma^"-  be  raised  by  the  operation  of  this  section  of  the  Act  is  whether  a  marketing 
agreement  and  order  can  operate  successfully  in  a  market  with  severj^J.  methods  of 
pro-rating  to  producers,  the  proceeds  of  sales  to  distributors.   This  question 
must  at  t?.e  present  time  ^'cmain  unanswered,  but  it  is  quite  obvious  that  adminis- 
trative difficulties  v/ould  be  increased  considerably  by  such  methods  of  operation. 

In  the  case  of  distributing  cooperatives,  the  question  becomes  more  funda- 
mental.  It  is  necessary  to  recognize  the  rclaoive  positions  of  the  cooperative 
that  distributes  milk  and  the  cooperative  t>.at  only  performs  the  bargaining  func- 
tion.  On  the  one  hand,  the  producers  by  and  large  own  the  distri"'cfuting  cooperative  , 
and  any  requirement  that  they  pay  themselves  specified  prices  is  of  little  value. 
Such  a  cooperative  could  cut  prices  and  taire  business  from  other  handlers,  thereby 
shutting  off  the  outlet  of  other  producers.   Sue?,  business  procedure  would  not 
appear  to  be  objectionable  if  the  cooperative  gains  business  \vhile  returning  to 
producers  the  minimum  prices  set  forth  in  the  agreement  (allowance  being  made  for 
both  payments  in  cash  and  those  deferred  or  represented  by  increased  equities  in 
the  business).   Objection  does  arise,  however,  when  a  cooperative  malies  returns  to 
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its  members  v/hicli  total  less  tl_an  the  agroerr.ont  "jrices  and  at  the  same  time  sells 
its  prodTict  at  prices  lov;cr  than  those  charged  oy  competitors.   On  the  whole,  it 
would  appecJ  that,  as  far  as  paying  the  minimum  prices  to  j^roducers  is  concerned, 
the  distriTDuting  cooperative  sh.ould  be  placed  on  a  comparable  basis  with  other 
handlers.   However,  the  complexities  introduced  into  the  situation  due  to  differ- 
ences in  the  corporate  structure  of  distributing  cooperatives  and  private  distribu- 
ting concerns  should  be  recognized.   The  private  distributor  may  pay  the  specified 
minimum  prices  to  producers  and  yot  lose  money  by  cutting  resale  prices,  or  for 
various  other  reasons,  the  losses  so  incurred  representing  deductions  from  capital. 
Tl'ie  distributing  cooperative,  on  the  other  hand,  may  in  effect  suffer  operating 
losses,  recouping  such  loss-cs  by  reducir^  the  rate  of  return  to  the  producer-owners 
by  reducing  the  price  jpaid  them.  Also,  such  a  cooperative  may  in  some  cases  pay 
its  producers  prices  ths-t  prima-facie  appear  lower  than  those  paid  by  other  hand- 
lers, the  difference  being  offset  by  increased  enuities  in  the  business. 

Section  10,  paragraph  b  (l)  of  the  Act  requires  that  the  "Secretary,  in 
the  administration  of  t'\is  title,  shall  awoxd  such  recognition  and  encouragement 
to  producer-ormed  and  producer-controlled  cooperative  associations  as  v/ill  be  in 
hoj-mony  with  the  policy  toward  cooperative  associations  set  forth  in  existing 
Acts  of  Congress  and  as  will  tend  to  promote  efficient  methods  of  mar?rcting  and 
distribution."  For  some  time  it  haa  been  the  policy  of  Congress  to  foster  the 
cooperative  movement,  as  evidenced  'cy  the  Cappcr-Vol stead  Act,  the  act  setting  up 
the  Federal  Farm  Board,  and  the  acts  pertaining  to  cooperative  credit.  T!--is  pro- 
vision of  the  Agricultural  Adjustment  Act  provides  that  cooperatives  be  encouraged 
in  line  with  the  policy  of  Congress  in  existing  Acts. 

Section  10,  paragraph  b  (2)  rather  rigidly-  defines  the  method  of  computing 
the  deduction  for  adininistro-tion  costs  payable  by  an  association. 

The  foregoing  facts  and  considerations  demonstrate  rather  conclusively 
that  there  is  a  decidedly  close  relationship,  of  a  definitely  cooperative  character, 
betvroen  milk  cooperatives  ojid  the  Federal  mil?:  orders;  first,  because  of  the  pro- 
cedure followed  in  developing  and  issuing  an  order;  and  second,  because  of  the 
formal  relationships  embodied  in  the  Act. 

So  much  for  the  relationship  between  cooperatives  and  Federal  milh  orders 
tho-t  are  embodied  in  the  Act.  Let  us  examine  the  Act,  aside  from  its  forraal  spe- 
cification of  the  relationship  betv/cen  cooperatives  and  Federal  milk  orders,  and 
note  the  similarity  or  dissimilarity  in  purpose,  marketing  schemes,  and  the  like, 
as  related  to  the  jourposes  and  general  marheting  plans  of  cooperatives. 

First,  as  to  purpose.   The  Act  sets  forth  the  policy  of  Congress  as  being 
that  of  establishing  and  maintaining  such  balance  between  production  o.nd  con- 
sumption of  agricultural  comrnodities ,  and  such  marketing  conditions  therefor,  as 
will  reestablish  prices  to  producers  at  a  level  that. will  give  such  commodities 
a  purchasing  power  equivalent  to  the  purchasing  power  of  such  commodities  in 
the  base  period  (August  I9O9  -  July  191^.  except  as  modified  by  section  Se). 
Nov;,  v;hat  are  the  general  purposes  of  milk  cooperatives?  I  think  thero  is  little 
question  that  the  general  purposes  of  cooperatives  are  to  secure  higlaer  returns 
to  producers,  stabilize  marketing  conditions  v/ith.  respect  to  the  product  they 
handle,  and  promote  efficiency  in  marketing.   Tnus,  the  purpose  of  the  Agricultur- 
al Adjustment  Act  and  of  cooperatives  are  decidely  similar.   Of  course,  a  legal 
sttuidard  as  to  the  extent  to  which  activity  undertolccn  pur;:,uant  to  the  Act  may 
increase  returns  to  producora  is  specified,  namely,  parity  price. In  .t?-iia  connection 
it  is  interesting  to  note  that  the  Capper- Vol  stead  Act,  v.hile  giving  producers  the 
right  to  act  together  in  associations,  also  provides  that  if  the  Secretary  finds 
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that  any  association  monoioolizes  or  restrains  trade  in  intcrsta.tc  corancrce,  he 
shall  cause  the  association  to  Cease  and  desist  froo  such  activity. 

Nov;,  what  are  the  general  provisions  of  the  Act  as  they  relate  specifically 
to  milk  orders,  and  how  do  these  provisions  permit  the  legal  inrpleraentation  of 
programs  previously  carried  on  "by  cooperatives?  r.'.e  Act  provides,  in  the  case  of 
rair,:,  for  (l)  the  classification  of  mil;:  according  to  use,  (2)  the  fixing,  or 
providing  a  method  of  fixing,  minimum  prices  v/hich  each  handler  shall  pay,  and  (3) 
providing  for  the  payment  to  producers  of  uniform  prices  for  milh  delivered  to  the 
same  handler,  or  of  uniform  prices  for  all  mill:  delivered  to  'randloEs ,  irrespective 
of  the  uses  made  of  such  milh  by  the  individual  '  aiidler  to  vrhom  it  is  delivered. 

The  milh  "bargaining  cooperatives  have  long  considered  their  principal 
function  that  of  br.rgaining  with  distrilDutors  for  prices  for  the  milh  of  member 
producers.  Undoubtedly,  such,  bargaining  lias  had  an  effect  upon  the  prices  re- 
ceived by  producers  for  milh.   On  the  other  har.d,  especially  in  times  of  declining 
price  levels,  it  ■:as  been  exceedingly  difficult  for  the  cooperatives  to  secure 
prices  thej''  considered  just  and  reasonable  due  to  the  competition  of  non-membcfs. 
In  most  cases,  there  is  a  minority  element  in  the  market  that  will  ,iot  assume  any 
of  the  burden  of  stabilizing  the  market,  but  v/ill  cut  prices  below  those  estab- 
lished by  the  cooperativesk  The  Agricultural  Adjustment  Act  tends  to  alleviate 
this  situation  by  specifyiiog  the  minimum  prices  to  producers  v/hich  handler's  shall 
pay»  Eencc,  it  may  be  considered  a  legal  implementation  of  the  efforts  of  co- 
operatives in  the  price-maliing  process. 

Hcxt ,  as  to  classification  of  milk  according  to  use.  This  method  of  sell- 
ing milk  to  distributors  vras  developed  b;?-  cooperatives  a:id  assumed  real  importance 
during  the  period  about  I9IS  to  date,  with  the  developm.ent  of  milk  bargainiiig 
cooperatives  to  a  position  of  power  in  the  determination  of  prices.   Since  I3I8, 
the  sale  of  milk  on  a  use  basis  has  developed  rapidly,  and  is  now  an  integral  part 
of  the  market  structure  in  most  large  milk  ma.rkets.  Thus,  the  Act  sets  forth 
as  one  of  the  provisions  of  milk  orders,  a  plan  of  pricing  milk  that  was  developed 
by  milk  bargaining  cooperatives. 

Cooperatives  have  used  several  plans  of  pro-rating  to  producers  the  pro- 
ceeds of  sales  to  handlers,  among  these  being  individual  handler  pools,  and 
market-wide  pools,  with  or  without  base-rating.   These  three  types  of  pools  are 
definitely  provided  for  in  the  Act.   In  order  to  set  forth  how  the  experience 
of  cooperatives  was  used  in  developing  the  Act,  it  might  be  interesting  to  give 
a  little  history  of  the  development  of  the  base-rating  plan  of  pro-rating  to 
producers  the  proceeds  of  sales  to  handlers. 

On  the  basis  of  available  information,  it  appears  that  the  base-rating 
plan  of  pro-rating  to  producers  the  proceeds  of  sales  to  handlers  spread  slowly 
at  first,  and  then  quite  rapidly.  By  I929,  on  the  basis  of  incomplete  information, 
it  appears  that  about  ton  markets  were  operating  under  the  plan.  By  1933'  the 
number  of  markets  operating  under  the  plan  had  increased  to  27,  and  to  3^  "^Y   193^- 
The  development  01  the  base-rating  plan  has  not  been  limited  to  any  one  section 
of  the  country.   In  193^.  it  appears  that  markets  in  at  least  I7  states  v/ere 
operating  under  the  plan,  including  such  vddely  separated  states  as  Massachusetts, 
California,  Georgia,  Oklahoma,  and  Michigan.  Again,  it  is  interesting  to  note  the 
use  of  cooperative  experience  in  developing  the  Act,  and  t'.io   spec ifico,t ion  of 
marketing  mechanisms  d^cve loped  by  the  cooperatives. 
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Thus,  we  find  that  cooperatives  stand  in  a  very  definite  relationsliip 
to  Federal  mill:  orders.   In  the  first  place,  the  proced.ure  followed  in  developing 
and  issuing  milk  orders  necessarily  "brings  the  cooperatives  into  close  relation 
to  the  Federal  program.   Their  advice  as  to  market  conditions  and  the  data  and 
information  furnished  hy  them  is  of  great  benefit.   As  was  noted  "before,  the 
cooperative  may  largely  determine  by  its  vote  whether  an  order  will  he  issued  in 
any  particular  market.   The  several  provisions  of  the  Act  ifcself  place  the  cooper- 
atives in  a  very  definite  formal  relationship  to  the  Federal  mill:  orders.   Further, 
the  general  provisions  of  the  Act  relative  to  mill:  orders  emhody  the  market  mechan- 
isms which  have  been  developed  "by  cooperatives  over  a  period  of  years. 

The  foregoing  facts  point  conclusively  to  the  existence  of  a  decidedly 
close,  and,  I  "believe,  cooperative  relationship  "oetween  mill:  cooperatives  and  the 
Federal  milk  orders.  From  this,  it  follows  that  the  milk  cooperatives  have  a 
large  responsi'bility  in  the  Federal  milk  program.   As  a  matter  of  fact,  the  respon- 
si"bility  of  the  cooperatives  is  so  great  as  to  amount,  from  the  practical  point  of 
view,  to  almost  joint  rcsponsi'oility.  Recognition  of  this  cooperative  relation- 
ship of  milk  cooperatives  to  Federal  milk  orders,  and  their  responsihility  therein, 
will  go  toward  making  a  success  of  the  program. 

As  far  as  the  development  of  milk  cooperatives  under  the  Federal  program  is 
concerned,  available  information  indicates  that,  "by  and  large,  in  most  markets 
that  have  "been  operating  under  Federal  programs,  the  cooperatives  are  in  a  stronger 
position  thani  "before  the  programs  were  undertal:en, 

DISCUSSION 

Representative  of  Northern  New  England 

By  A.  H.  Packard,  Farraor,  and  President ,  Vermont  State  Farm  Bureau 
Federation,  Burlington,  Vt. 

I  don't  expect  that  I  am  supposed  to  discuss  this  su'bject  from  points  of  a 
general  nature  as  did  I.'.r.  G-auranitz.   I  think  I  can  speak  of  the  Federal  orders  and 
licenses  from  the  point  of  view  of  Vermont  or  Northern  New  England.  Now  I  thinl: 
that  I  can  agree  with  Mr.  Gauranitz,  at  the  very  start,  that  I  do  not  laiow  of  any 
case  in  all  our  cooperative  set-iip  in  Vermont  where  the  Federal  license  has  weak- 
ened cooperative  organizations.  Every  cooperative  organization  that  I  kiiow  of, 
that  was  in  existence  v/hen  this  started,  is  in  existence  today,  and  I  thinl:  that 
the  mem"bcrship  is  stronger  in  their  loyalty  tov/ards  the  organization  than  it  was 
three  or  four  years  ago.   In  the  setting  up  of  a  milk  marketing  agreement,  v/e 
realize  that  the  only  wa^r  that  it -.can  "be  successful  is  to  "be  set  up,  following 
out  the  experience  of  cooperative  organizations  as  they  have  gone  along;  in  other 
words,  following  just  as  nearly  as  it  possi'oly  can,  natural  economic  laws. 

A  few  of  us  can  remcm"ber  when  we  made  our  own  "butter  on  the  farm, and  a  good 
many  of  us  can  rcmcm"bcr  when  v;c  first  "began  to  go  to  the  country  creamery.   I  can 
remem"ber  when  v/o  used  to  get  our  diecks  from  the  co\mtry  creamery,  and  those 
checks  were  written  with  no  "butter  fat  test.  Those  wore  the  days  when  our  good 
old  staixnch  Vermontcrs  used  to  "be  tempted  to  v/ater  the  milk  some.  Then  we  saw  the 
time  come  along  v;hen  it  v/as  generally  accepted  that,  when  these  producers  delivered 
their  milk  to  the  milk  plant,  they  should  all  receive  the  same  price.  Nothing 
would  start  Civil  War  any  quicker  than  to  pay  John  Bro^vn  a  different  price  than 
was  paid  John  Smith,  especially  for  the  same  test  of  milk.   We  have  come  along  to- 
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day,  to  the  point  where  this  Federal  mill:  marketing  license  has  given  us  just  a 
little  hit  larger  vision.   Wc  have  agreed  that  there  should  "be  economics  within 
a  cooperative  unit  itself,  and  today,  under  these  milk  marketing  orders,  wc 
have  come  to  the  idea  that  there  should  he  equalization  of  the  sales  in  a  milk  shed. 

When  we  come  to  a  specific  case,  why  not  talk  about  the  Boston  market  a 
little?  That  is  the  market  that  we  know  ahout  up  there,  and  we  might  just  say  a 
word  about  the  conditions  before  1533-   Your  chairman  put  in  weeks  and  months, 
before  1933.  going  from  one  part  to  tho  other  along  with  his  co-workers  trying  to 
build  a  voluntary  cooperative  set-up  for  the  marketing  of  milk  in  the  Boston  mar- 
ket, and  with  success. 

It  was  too  bad  that  a  group  that  v/ouldn't  represent  more  than  10  or  15/^ 
of  the  market  did  not  let  the  benefit  of  stability  be  enjoyed,  by  the  IS, 000  pro- 
ducers in  that  market.   It  generally  is  strange  if  90^  of  "t-e  people  or  80^  of  the 
people  in  a  milk  shed  are  v/rong  and  the  minority  are  right.   That  might  be  the 
case  sometimes,  but  we  went  ahead  there,  and  I  shall  have  to  say  right  "-.ere  that 
there  v^as  a  young- man  in  Vermont  at  that  time  that  made  a  great  contribution  to  our 
thinking  in  marketing  lines. 

I  refer  to  Doctor  I-I.  3,  Young  v/ho  was  Econom.ist  in  the  Extension  Service  at 
that  time.   It  used  to  be  quite  a  familiar  topic  with  Doctor  Ycung  to  say  that  it 
doesn't  malce  much  difference  if  you  are  going  to  have  one  or  five  different  by- 
lav/s  in  your  constitution.  Tiihat  difference  if  there  are  a  dozen,  as  long  as  there 
are  two  of  them  that  say  that  yoiv  are  going  to  have  one  uniform  X-^rice  to  all  deal- 
ers and  an  equalization  of  sales  in  the  milk  shed.   Vftien  first  v/e  began  listening 
to  those  tv/o  rules,  and  learned  that  the  other  dozen  v/ere  not  so  important,  we 
weren't  so  sure  out  as  v/e  v/ont  along  wc  became  more  and  more  convinced.   If  we 
try  to  imagine  ourselves  dealers  in  a  given  market,  one  of  the  things  that  we  h-ave 
an  absolute  right  to  ask,  if  we  arc  going  in  a  program  for  the  milk  shed,  and  that 
is  that  we  buy  our  milk  at  the  same  price  as  our  competitors.   If  there  is  any- 
thing unfair  about  that,  I  am  willing  to  "be  corrected,  but  I  never  could  see  any 
reason  why,  in  a  program  of  fnis  kind,  they  should  not  start  on  the  dotted  line. 

The  next  thought  is  that  idea  of  fair  and  equitable  distribution  of 
Class  I  sales.   I  expect  most  everyone  here  in  this  room  today  remembers  our  ex- 
perience in  1932,  when  we  sat  up  there  from  May  1,  193?-  "to  January  1,  1933.  on  a 
Voluntary  basis.   ¥e  had  waited  so  long  to  get  t':is  program  started,  fnat  we 
either  wisely  or  unv/isely,  I  don't  know  v/hich,  said  we  had  better  start  v/ith  part 
of  this  program,  and,  at  least,  get  going  to  see  how  it  seems,  rather  than  to 
wait  many  months  more.   I  guess  you  all  remember  that  it  brought  an  increased  in- 
come to  the  dairy  farmers  in  the  Boston  milk  shed.   It  brought  an  increased  in- 
come, but  it  did  create  a  lot  of  difficulty.  Here  is  one  of  the  things  that  it 
did  to  producers. 

I  well  remember  one  morning,  along  in  midsunner,  that  tv7o  producers  with 
their  farms  adjoining  were  out  fixing  fences.   One  of  them  was  a  member  of  one 
cooperative  marketing  organizazion,  and  the  ot?ccr  a  member  of  one  that  was  only 
a  few  miles  away.   T'-.cy  had  both  got  their  checks,  and  they  were  lookir^  over 
their  checks.   They  had  both  had  the  same  test  for  the  milk,  but  one  man  had  a- 
bout  65ii  a  hundred  more  than  the  other.  The  top  man  v/as  very  happy,  but  the  low 
man  was  despondent.   That  fellow  that  got  about  65';^  less  than  the  other  fellow 
was  determined  that  i"-e  was  going  to  find  some  way  to  get  into  some  orga:-iization 
v/herc  he  could  get  as  much  as  the  other  fellow  did.   7/hen  that  particular  month 
was  over,  one  of  our  cooperative  organizations  in  Vermont  was  out  of  business. 
Another  cooperative  creamery  lost  nearly  half  of  their  membership,  and  their 
finances  were  badly  reduced. 
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TUCieii  \7G  started  and  went   down  to  apply  at  t>.c  Boston  market,   \vc  '.7cnt   down 
simply  bGcause  v;e  felt  as  though,  wo  should  have  some  "benefits. now,   rather  than 
wait   25  years  v;hcn  wc  cou-ld  all  look  at   tl-.ir^s  in  an  ideal  way.      We  have  gone  on 
that  "basis  no'.7  for  over  two  years.      I  figured  it    out,   and  it  looked  as  though, 
for  1935.    every  dairyman  in  the  milk  shod,    (if  lu,000  is  the  correct   n-umlier)  got 
$211   apiece  more   than  they  got   in  1933-      It  made   a  hi,:;  difference.      It  made  a 
difference  enough,  so  that  the  farmer  who  had  occn  ru:ining  "behind  a   little  cveiy 
2U  hours    ~ot  up  to  a  point  where  he  "began  to  .j:^t  evened  up.      There  may  "be  some 
people   in  Vermont  t::at   wouldn't  say  they  v;ere   "Dctter  off,   "but    I  !thi;i!.z  that  a  very 
large  percent   of  them  would.-    Of  course,  v/e  can't  got  away  from  those  fig-u.rcs, 
"because  those,  v/e  "believe,  are  accurate. 

Wb.at   do  we  find  today?   Wo  find  a  lav/  that    is  passed  "by  Congress,    a:id  .just 
as  much  a  law  as  any  of  the  other  laws  which  we  hold  in  high     respect,    oiid  yet  we 
find  in  t"  e  Boston  market  a  group  of  dealers  who  are  failing  to  comply  with  the 
reporting  of   sales  and  supplying  equalization.      T7e  find  right  here  that  you  have 
got  a  group  of  restless  dealers,    just  the  same  as  vr.en  you  have  farmers  tliat  are 
getting  different  prices.      Ihat's  going  to  liappen?     Is  it   a  case  v;horc  wo  are 
going  on  month  after  month  waiting  for  this   slow  process,   to  find  out  \iiether  we 
are  going  to  have  this   thing  enforced  or  v;;iet':.cr  wc  aren't? 

There  are  one  or  t^/o  things  that  could  happen.      T7e  have  some   dairymen  in 
"Vermont   that  are  contri'outors  to  this  violation.      Youhave  some  violators   in 
Massachusetts.      Those  men  that   are  going  ahead  enjoying  the  "benefits  of  the  agroe- 
ment   and  not  holding  it  up  are  really  parasites  in  the  iTiarljet.      The  only  way  that 
they  are   enjoying  the  profit   today  is  just   simply  "becroise  the  rest  of  us  are 
carryi:-.g  the  "ball  and  holding  things  up.      Tv/o  or   thji-oe  things  could  happen; 
This  market  could  go  I'iglit  down.      That  v/ould  "be  a  hitter  dose.      It  v;ovild  hurt 
pretty  "badly.      Haen  you  wont   down  to  "butter  fat  value  for  milk,   there  wouldn't 
"be  much  fun  in  violation,     A  fellow,   who  was  a  light   drinlter,    consulted  a  doctor 
to  find  whether  it   was  cooing  to  injure  his  "".calth.      The  doctor  said,    "   I  thin2: 
it's  a  bad  thing  to  kdep   irr."bi"bing  a  little  every   day.    If  you  are  "boui:id  to  >-avo   it, 
you  had  "better  have  just   one  good  old-fas"--ioned   druiilt  once  a  month  and  get   it    over 
v;ith."      If  we  arc   going  ahead  with  this  procedure  of  violation  and  unfair  con- 
dition in  the  market  all   t:-.o  time,   wc  might  as  well  go  down  to  the.  "bottom,    and 
get  the   inequity  out   ox   this  thing  —  get   it   over  with. 

We  hate  to  take  those  ":ard-v;orldLng  farmers  and  punish  them  that  way.      Of 
course ,   there's  another   -.vay  of  doing  it.      In  this  agreement  that   is  being  contested 
toda;^'  in  court   -  we  have  several   States  w'nic-i  filed  affidavits.      ^0  >.avc  marC'^  of 
the  cooperative  orgraiizations.      Wc  Iiavc  -some  of  the  farm  bureaus  and  some  of  the 
dairymen's  associations  that  are  co-partnors   in  that  suit.      Doesn't  this  stability 
seem  to  you  of  great  imoortance?      It   does  to  me.      Wh^'  isn't   this  a  matter  of 
public   interest?     Wliy  is  it   that   just  farm.crs  are  interested  in  this?     'X*^  shouldi^'t 
the  business  men,    the  mereGiants,   the  b^jilrcrs,   the  governors  and  the  newspapers  bo 
interested?     Why  is   it   that  it   olaou.ldn't  be  a  matter  of  concern  to  all  people 
v;het:-.er  farmers  will  be  thrown  doirn  to  the  bottom?      Itay  is   it   that  this  whole  sit- 
uation and  this  lapse  that  is  coming  before  cou.rt   decision  shouldii't  be  brougjat  to 
the  attention  of  the  governors  forciblj''?     Hv  shou.ld:i't  these  people  feel   just   as 
in  old  time?,    that   they    sltould  talrc   some  of  these  f,ings  in  their  own  hrads?     T.\g 
thougiit   that   I  am  trying  to  ;;et  at   is  this!      T'cere  would:i't  be  an;^'  trouble  in  the 
enforcement   of  this   license,    if  the  public  would  be  for  it.      If  90  to  95/^>    or 
even  70^  of  public   opinion,   wants  to  see  this  throu^i,  have  you  aiiy  doubt  v.hef...er 
it   will   be   talten  care   of? 
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Wl'-en  v/c  started  and  went   down  to  apply  at  t'lc  Boston  market,   wc  wont   down 
simply  "bocausG  we  felt   as  though,  wo  should  have   some  benefits. now,   rather  than     . 
v/ait   25  years  v;hcn  wc  cou.ld  all  look  at   t-.ir^s   in  an  ideal  way.      We  have  gone  on 
that  "basis  now  for  over  two  years.      I  figured  it    out,   and  it  looked  as  though, 
for  1935.    every  dairyman  in  the  milk  shod,    (if  18,000  is  the  correct  nujiiber)  got 
$211  apiece  more  than  they  got   in  1933-      It  made  a  "oi,^  difference.      It  made  a 
difference  enough  so  that  the  farmer  v/ho  had  occn  ruiming  Taehind  a   little  cvciy 
2U  hours  ;3ot  up  to  a  point  where  he  "began  to  got  evened  up.      There  may  lie  some 
people   in  Vermont   that   v/ouldn't   say  they  v/orc   "better  off,   "but   I  lihi:il:  that  a  very 
large  percent   of  them  would..    Of  course,  v;e  can't  got  away  from  those  figiarcs, 
"because  those,  we  "bBlieve,  arc  accurate. 

Ib.at   do  wc  find  today? 'Wc  find  a  law  t'-.at    is  passed  "by  Congress,    and  just 
as  much  a  law  as  ar^  of  the  other  laws  which  v/e  hold  in  high     respect,    aiid  yet  v/e 
find  in  t"  ,c  Boston  market  a  group  of  dealers  vho  are  failing  to  comply  v,-ith  the 
reporting  of   sales  and  supplying  equalization.      Wc  find  right  here  that  you  have 
got  a  group  of  restless   dealers,    just  the  sejne  as  w-'.en  you  h^ave  farmers  that  are 
getting  different  prices.     "Wi^at's  going  to  happen?      Is  it  a  case  whore  wo  are 
going  on  month  after  month  waiting  for  this  slow  process,   to  find  out  vfcether  we 
are  going  to  have  this   thing  enforced  or  whether  wc  aren't? 

There  are  one  or  tv;o  things  that  could  happen.      We  have  some  dairymen  in 
"Vermont   that  arc  contri"butors  to  this  violation.      You  have  some  violators   in 
Massachusetts.      Those  m.cn  that  are  going  aliead  enjoying  the  "benefits  of  t}--e  agree- 
ment  and  not  holding  it   up  are  really  parasites  in  the  marl3t.      Th-C  only  way  that 
they  are  enjoying  the  profit   today  is  just   simply  "becriuse  the  rest   of  us  are 
carryiFig  tZie  "ball  and  holding  things  up.     Tv/o   or   trxoe  things  could  happcnt 
This  market  could  go  rigl:.t  dovra.      That  v/ould  "be  a  "bitter  dose.      It  would  hurt' 
pretty  "badly.      TSlien  you  went   down  to  "batter  fat  value  for  milk,   there  wouldn't 
be  much  fun  in  violation.     A  fellow,   who  was  a  ligl^t   drirJcer,    consulted  a  doctor 
to  find  whether  it   was  going  to  injure  his  health.      The  doctor  said,    "   I  thihl: 
it's  a  "bad  thing  to  keep   im"bi"bing  a  little  every   day.    If  you  are  "bouiid  to  h.avc   it, 
you  had  "better  have  just   one  good  old-fas'iioncd   dnnilc  once  a  month  and  get   it    over 
with."     If  we  arc   g?i:ig  ahead  with  this  procedure  of  violation  and  unfair  con- 
dition in  the  market  all   t"ic  time,   wc  migl'-t  as  v/ell  go  down  to  thd  "bottom,    and 
get   the   inequity  out   of  this  thing  —  get   it   over  with. 

We  hate  to  take  those  "'.ard-v;or2:ing  farmers  and  punish  them  that  v/ay.      Of 
course,   there's  aiiother  v/ay  of  doing  it.      In  this  agreement  th^t   is  being  contested 
todai'  in  court   ~  v/e  have  several  Statcrj  whic":  filed  affidavits.      T/c  h^avc  maiiy  of 
the  cooperative  orgraiizations.      Wc  have   some  of  the  farm  "bureaus  and  some  of  the 
dairymen's  associations  that  are  co-partners   in  thatsiit.      Doesn't  tMs   stability 
seem  to  you  of  great   imiortance?      It   does  to  mc.      Wl-^^  isn't   this  a  matter  of 
public   interest?      Wl-.y  is   it   that  ju^t  fojrncrs  are  interested  in  this?      W!-^'  shouldn't 
the  business  men,    the  merchants,    the  banl'.crs,   the  governors  and  the  newspapers  be 
interested?     Why  is   it   that  it   diaouldn't  be  a  matter  of  concern  to  all  people 
whcfner  farmers  will  be  thrown  down  to  the  hot  bom?      Why  is   it   that  this  whole  sit- 
uation a::id  this  lapse  that  is  coming  before  cou.rt   decision  shouldzi't  be  brought   to 
the  attention  of  the  governors  forcibly?     Wl^^  shou.ldn't  these  people  feel   just   as 
in  old  time?,    fnat   they    sl'-ould  talce   some   of  these   f.^ings   in  their  own  haizds?      T/.e 
thoug'it   that   I  am  trying  to  ;;et  at   is  this:     T;"-cre  woulcLi't  be  an;^  trouble  in  the 
enforcement   of  this   license,    if  the  public  would  be  for   it.      If  90  to  95^,    or 
even  70^  of  public   opinion,   v;ants  to  see  this  through.,  have  you  an;'  doubt  v.het':er 
it   will  be   tal:en  care   of? 
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By   Cecil  ?ord,  Farmer,  and  I.Ianager,  T.evr   Bedford  IJilk  Producers 
Association,  Few  Bedford,  Mass. 

After  listening  to  the  last  tv/o  speahers,  I  feel  like  a  man  that  dranl:,  "but 
not  too  wisely.  Mr.  Packard  apologized  for  v/andering,  but  I  am  afraid  I  v/ill  have 
to  wander  a  good  deal  farther  than  he  did. 

In  the  first  place,  the  farmer  v/as  a  very  hard  man  to  organize.  The  nature 
of  his  "business  made  him  so.  Ee  v;as  a  farmer;  he  had  to  produce  the  crops;  he 
had  to  "be  a  plumher  and  a  carpenter;  and  he  had  to  be  able  to  fix  machinery.   He 
had  to  be  the  production  manager,  the  sales  manager,  and  everything  else  all  rolled 
into  one.   If  you  tried  to  organize  him,  the  restilt  was  that  he  wanted  to  run  his 
own  business.   That  is  where  we  kiddded  ourselves.   If  milk  dropped  30fo,    could  we 
go  to  the  grain  store  and  say  we  will  have  to  cu.t  the  price  of  grain?  ITo,  we  had 
to  pay  the  price  and  sell  our  milk  for  what  the  dealer  would  pay.   llftien  you  figure 
the  cost  of  production,  you  professors  figure  the  poor  farmers  labor  at  25  cents 
an  hour. 

I  want  to  talte  you  back  to  three  years  ago.   I  am  glad  there  is  one  man  in 
this  room  that  loiows  I  am  telling  the  truth.   We  had  the  remnants  of  the  poorest 
organization  the  world  has  ever  seen  in  Hew  Bedford.   We  were  $7000  in  the  hole. 
Whatever  we  have  done  in  Hev/  Bedford,  I  want  to  pay  a  tribute  to  the  man  that 
helped  us  in  the  beginning.   Tlaat  was  Sumner  Parker.   We  did  a  lot  of  things  down 
there.   We  pulled  a  milk  strike.   We  did  get  back  one  cent.   They  took  tv/o  cents 
off  us  in  May.  They  called  that  a  price  raise. 

I  went  to  Washington,  read  over  that  license  (what  was  in  it)  and  I  decided 
the  main  thing  in  it  was  its  fairness  to  all  farmers.   If  it  didn't  work,  it  was 
not  the  fault  of  the  license.   It  was  the  fault  of  cooperatives  and  farmers  them- 
selves.  We  started  off  after  a  Federal  license.   V.'e  started  in  July  of  1933  ■  and 
after  fighting  everybody  in  the  Dairy  section,  Doctor  Gauranitz  included,  we  got  a 
license  in  April,  193^-   I  wanted  a  price  of  $3«10  (?)  cwt»  After  a  four-day  ses- 
sion fighting  with  everybody,  they  said  all  right,  we'll  give  it  to  you  —  yor. 
can't  maintain  it.   We  got  the  license.   I  went  back  in  July  and  in  Au.gast ,  we_  got 
a  cent  increase.   7f.iat  I  v/ajit  to  sl'iow  you  primarily  is  what  the  license  did  for  us. 
I  had  my  doubts  whether  v/e  could  work  the  license.   We  v/cnt  to  the  dealers  and  asked 
them  if  they  would  cooperate.  They  started  by  telling  us  all  the  things  that  h^d 
gone  on  before.   We  asked  the  dealers  to  forget  everything  before  April  1,  193'+» 
They  did.  Tr-cy   cooperated  lOQ -percent.   Wc  put  the  license  over.   Funny  thing,  we 
had  an  average  of  about  30^  surplus  the  week  before  the  license  went  in.   The  week 
after  we  had  only  Sf"-      Wncre  the  21/&  went,  I  don't  know. 

Since  April  1,  193^.  no  farmer  has  delivered  a  quart  of  milk  in  the  City  of 
New  Bedford  without  being  j)aid  for  it  —  paid  the  same  as  his  neighbor. 

The  trouble  with  the  farmer  is  that  ":.e  wou.ld  rather  fight  himself  than  any- 
body else.  He  will  differ  with  his  neither  about  some  little  thing  th^t  will 
amount  to  nothing.  Ee  will  talce  a  cent  cut  and  not  crab  with  anybody,  and  will  not 
realize  that  it  is  his  own  far.lt,   I  am  not  saying  every  market  would  work  the 
same  as  ours,  for  this  reason  -  we  can  keep  in  close  contact  with  farmers  so  that 
they  Iciow  what  is  going  on. 
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I  think:  95^  would  tell  7o-a  that  they  arc  better  off  :iov/  than  they  ever  were. 
Since  Fc'bruary,  193^i  "-^  h-s-vc  paid  the  hi^iest  net  price  to  the  fariiicr  of  aiv 
marlict  in  the  United  States.   I  figure  the  farmer  price  as  \±\a.\   he  gets  in  hiis 
envelope  to  pay  the  Mils  '.7ith.   In  Fev;  Bedford,  v/c  have  two  deductions  -  o:ae  for 
the  administrator  and  one  for  the  association.   A  farmer  laio".7s  a'xut  v/hat  he  is 
going  to  get.  The  farmer  should  have  an  itemized  slip,  so  that  he  will  hnow  what 
he  has  on  there.   T'lo  farmer  has  "been  organized  "better  for  the  last  tirec  or  foxir 
years  than  he  v/ac  ever  'beforo.   The  farrxr  is  an  individa.al.  ?Ic  cannot  compete 
against  an  organized  s3'-stom.  A  bunch  of  farmers  with  200  or  300  quarts  of  milh  . 
thinl:  they  can  fight.   T]:ey  cannot. 

Tjie  Cooperative  Replacement  of  Dairy  Cattle 

By  Dr.  Jol'-n  G-.  "!o.rdcnbergh,  V.I.LD.  ,  Director  of  Laboratories, 
Tlie  Walh:.r- Gordon  Laboratory  Company.  Inc.,  Plainsooro,  N.  J. 

In  outlining  the  problem  of  replacement  dairy  cattle,  a  brief  resume  of  our 
own  experience  may  serve  to  bring  out  the  salient  points,  perhaps  in  a  somewhat 
exaggerated  form..   The  size  of  our  herds  and  the  ntultiple  requirements  -  both 
voluntary  and  official  -  vfliich  v/o  meet  in  respect  to  herd  health  are  two  principal 
factors,  that  m.ay  exaggerate  some  features  of  the  replacement  problem  for  us  com- 
pared to  the  experience  of  dairy-men  generally.   Yet  the  principles  involved  are 
the  same. 

■JTc  operate  five  farms  produci  .'^g  certified  milk  and  located  in  Hev/  Jersey, 
Now  Yorh  and  Massachusetts.  The  herds  comprise  approximately  1200,  350.  300,  250 
and  150  milhing  cov/s,  respectively.   To  these  figures  m.ay  be  added  sxv  additional 
30  per  cent  of  dry  cows.  Our  replacement  requirements,  therefore,  are  large  when 
only  the  ordinary  causes  of  disposal  are  talten  i::to  consideration. 

To  these  ordinary  causes  may  be  ad~cd  extraordinary  causes  of  disposal  in- 
cident to  the  operation  of  high  standards  of  herd  health  for  certified  milk  pro- 
duction.  These  standards,  as  well  as  our  oirn  self-imposed  requirements  in  main- 
taining herds  as  free  as  possible  from  any  condition  contraiy  to  the  -oroduction 
of  high  quality  milh,  r.ican  a  comparatively  high  depreciation  or  disposal  rate  and 
a  consequent  strcsj  on  replacement  operations. 

In  meeting  replacement  requirements,  the  first  problem  involves  the  policy 
or  system  to  be  follov;cd,  that  is,  the  purcl^o,sc  of  replacements,  the  raisi'.-ig  of 
heifers  or  a  combination  of  the.  two.   In  our  own  case  and  goir^  bach  over  a  con- 
siderable period  of  years,  we  h.ave  tried  all  t'.rce  methods.  Probably  the  soui'.dcst 
scheme  for  large  commercial  dairymen  is  t"'.e  combination  of  raislrig  and  buying  to 
meet  varying  conditions;  for  smaller  operators,  the  raisir^g  of  desirable  heifers 
is  to  be  recommended, 

iHirchasc  of  Replacements 

In  the  purchase  system  of  acquiring  replacement  dair;;-  co'JS ,  the  immediate 
problem  is  to  find  suitable  sources  of  supply  of  dairy  anima,ls  that  arc  promising 
enough  to  effect  constant  herd  improvement ,  both  in  production  and  disease  con- 
trol.  There  are  maiv  phases  to  the  purchase  system. 
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On  a  s;Tiall  scale,  purcr.ases  may  "be  raado  locally  from  "breeders,  through, 
"breed  associations  or  local  cooperatives,  or  from  local  dealers.   This  is  the 
easiest  method  "t^t  limits  the  soiircos  of  supply.   In  large-scale  replacement 
"buying,  it  is  almost  necessary  to  go  into  diary  cattle  exporting  states  \7here 
the  sale  of  surplus  dairy  cows  serves  as  a  "cr.sh-in-ha:ad"  inducement  to  large 
numbers  of  farmers.   There,  "bu5'"ir^  racy  "be  done  under  a  variety  of  conditions 
"but  pro'ba"bly  most  expeditiously  "by  collaboration  v/ith  dealers  vfco  ]cnov7  the  terri- 
tory and  where  the  type  of  cows  \7anted  can  "be  o"btained. 

There  are  a  nu:n"bcr  of  drav/baci:s  to  replacement  b\:iying  \7ith  which  you  arc 
all  familiar  "but  vhich  maj'  be  briefly  enumerated.   There  is  the  hazard  of  intro- 
ducing disease  when  continual  buying  is  practised.  Furtlaerraore,  dairy  farmers  in 
cattle  exporting  o.reas  cfn.not  "be  expected  or  ind\\ccd  to  part  v/ith  all  of  their  best 
cows  and  heifers;  this  mc;?j.as  that  a  certain  proportion  of  "derelicts"  will  inevit- 
ably and  per;..aps  Iniowinjcly  be  acquired  in  the  process  of  buyii:ig  the  really  good 
cov/s  that  are  wanted.   Such  lov,r-grade  animals  offer  no  hope  to  herd  improvement 
but  instead  operate  to  maintain  high  cow  depreciation  losses. 

We  ho-ve  ':ad  some  experience  with  a  system  designed  to  correct  thio  drav/baclc 
in  purcr^asing  replaccr-ents.   It  aims  to  induce  th-e  cow  seller  to  part  v/ith  cov.'s 
that  he  la-.ows  are  good  and  to  poy  him  according  to  the  worth  of  the  animals.   This 
system  may  be  termed  the  "base-bonus  plan"  \xicrcin  an  agreed  base  price  is  paid 
at  time  of  purchase  and  a  bonus  is  paid  later  figured  on  a  production-"buttcr  fat 
scale.   Tl.e  bonus  is  fijurcd  on  the  first  tv.'o  months  of  the  lacto.tion  period 
(in  the  case  of  cov;s  purchased  as  springers  or  drj''  cows);  this  basis  has,  in 
actual  practice,  been  found  to  be  satisfactory  and  fair.  With  such  a  plan,  the 
seller  parts  with  cows  which  he  feels  certain  will  pay  him  a  bonus  and  the  buyer 
obtains  a  class  of  cows  for  'jhich  h.e  can  afford  to  pay  a  premium.   In  short,  good 
cov;s  are  worth  all  they  cost  and  poor  cows  are  expensive  at  any  price. 

Tile  base-bonus  plan  requires  organization,  confidence  of  the  seller  in  tiie 
ability  of  the  "buyer  to  get  the  best  out  of  "■.is  good  cows  and  facilities  for  ";eep- 
ing  accurate  records  of  production  and  "batter  fat.   It  is  not  essentially  an  in- 
volved system  but  trhes  time  to  operate  and  does  -ot  appeal  to  cattle  dealers 
generally.   It  must  be  for-.nded  largely  on  a  buc^cr-seller  understanding. 

Home- 5r own  Replacements 

Much  can  be  said  for  the  raising  of  v/ell-brcd  heifers;  there  are  also  draw- 
backs.  Desirable  home-grown  heifers  bring  about  higher  average  herd  production, 
less  udder  troubles  and  lower  depreciation.   TJierc  can  be  no  argument  against  the 
principle  of  developing  a  high-producing  herd  b;''  replacing  low-producers  with 
well-bred  heifers  of  '.igher  production  capacity.   The  heifer-raising  program  is  a 
truly  constructive  one  and  gives  the  dairyman  a  real  sense  of  accoraplis:imcnt. 

Opposed  to  these  advantages  are  the  j-.igher  initial  costs  of  home-grorm 
heifers  and,  in  some  instances  at  least,  a  greater  disease  susceptibility.   Into 
the  higher  initial  cost  must  be  figured  an  allowance  for  a  certain  proportion  of 
culled  heifers.   The  culling  factor  depends  upon  a  variety  of  conditions  that 
cainiot  be  discussed  at  this  time. 


I 


,  '. '   •'.    1)  .  -  -■J^.'itv    "  ■    ll 


''■'.;'^---'^: 


■  (  .'-      :•      -..(■ 


-/     ■'x 


iv  ■  '^1  ■;;;».. 


,r  )■■!■  .,••;.:'?<■."{; ;'  '-i 


"'iV-vO.: 


'■    .■■  !'.• 


..  f.r 


Depreciation  Factors  and  Replacements 

Without  meaning  to  "be  facetioxis,  it  may  "be  said  that  the  reason  the  re- 
placement prohlem  constitutes  a  considera"ble  part  of  the  dairy  situation  is  he- 
cause  so  few  cows  die  of  old  age.   The  recison  lies  in  the  modern  high  standards 
of  dairy  hygiene,  ;.ierd  health,  and  economic  milk  production  which  introduce 
several  factors  that  limit  or  terminate  the  useful  or  productive  lives  of  cattle 
for  dairy  purposes.   These  factors  in  turn  "bring  ahout  elimiriation  of  cattle 
from  dairy  herds  and  constitutes  reasons  for  disposal  among  which  may  he  listed: 

1.  Low  or  uneconomic  production 

2.  Non-hreeding  and  sterility 

3-  Udder  trouhles ,  particularly  mastitis 
U.  Bang's  (ahortion)  disease 
5.  Tij-herculosis 

This  list  emphasizes  the  point  that  the  greatest  problems  in  connection 
with  dairy  herd  mana^';ement ,  as  related  to  either  economic  production  or  satis- 
factory replacements,  axe   hased  largely  upon  disease  control  factors.   This 
applies  whether  or  not  the  herd  is  replenished,  by  "ourc^ases  or  by  home-grown 
animals. 

The  most  important  of  these  disposal  factors  at  the  present  time  in  my 
opinion  and  arranged  in  the  order  of  their  injortance  are  mastitis,  Bang's 
disease  and  tuberculosis. 

Tuberculosis,  thanlrs  to  the  splendid  work  done  under  the  State-Federal 
cooperative  eradication  plan  since  1917.  is  fast  becoming  a  bovine  disease  of 
greater  rarity  but  it  cannot  yet  be  safely  relegated  to  a  really  minor  consid- 
eration.  Clean  herds  and  relatively  clean  states,  so  far  as  the  incidence  of 
bovine  tuberculosis  is  concerned,  are  the  rule  now  instead  of  the  exception. 
However,  we  must  realize  that  to  maintain  this  status,  unceasing  vigilance 
must  be  exercised. 

Bang's  d.isease  is  now  being  attacked  on  much  the  same  basis  that  tuber- 
culosis was  man;^''  years  ago.  Whether  or  not  complete  eradication  is  possible 
either  from  the  economic  or  disease  control  standpoint  remains  to  be  seen. 
Possibly  a  combination  program  of  partial  immunization  plus  other  control  mea- 
sures will  be  necessary  in  order  to  bridge  the  rather  wide  gap  that  now  exists 
between  the  economic  and  control  phases  of  the  problem. 

Mastitis  is  certainly  the  most  important  factor  in  relat  '-on  to  dairy 
herd  operations,   The  increasing  attention  given  it  both  from  the  milk  hygiene 
and  economic  standpoints  is  fully  justifiv;d.   It  calls  for  the  education  of 
dairy  farmers  to  its  early  recognition  and  the  setting  up  of  practical  control 
measures  designed  to  limit  the  spread  of  the  infection  in  the  herd.  Bovine 
mastitis  seems  to  be  largely  a  stable  hygiene  and  herd  management  problem. 

Summary 
The  problem  of  dairy  cow  replacements  represents  a  continual  stress  in 
the  dairy  industry  in  effecting  constant  herd  improvement.  A  priraarj'-  consider- 
ation is  the  policy  or  system  to  be  followed,  i.e.,  the  purchase  of  replacements, 
the  raining  of  desirable,  well-bred  heifers  or  a  combination  of  the  two  plans. 
There  can  be  no  question  that  unde::  ordinary'  conditions,  the  raising  of  properly 
bred  heifers  offers  the  best  promise  of  herd  improveir-.ent.  Decision  on  methods 
rests  upon  such  factors  as  the  economic  aspects  involved,  the  production  pro- 
gram and  the  disease  control  problems  in  any  given  situation.  The  advantages 
and  disadvantages  of  the  various  methods  must  be  assayed  and  the  necessity  of 
making  constant  herd  improvement  recognized  if  the  diaryman  is  to  realize  per- 
manent benefit. 
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Tho  Operation  of  Twenty  Cor;  Dealers  in  Hew  York  State 
By  P.  A.  Harper.  Extension  Economist,  Cornell  University,  Ithaca,  U.Y. 

A  "belief  prevalent  among  farmers  who  "buy  or  sell  dairy  stock  is  that  they 
are  "being  exploited  hy  cattle  dealers.   If  such  "exploitation"  actually  exists, 
it  might  "be  cither  of  two  types  (l)  intentional  -  accompanied  hy  large  profits 
on  the  part  of  catl^lo  dealers,  (2)  unintentional  -  resulting  not  in  unnecessarily 
large  profits  on  the  -part  of  cattle  dealers,  "but  rather  "being  the  result  of  in- 
efficiencies in  their  operations. 

Along  with  the  "belief  that  f£irmers  arc  "being  exploited  "by  cattle  dealers 
has  developed  an  intv^rcst  in  the  question  of  the  possroilit^-cs  of  cooperative 
activity  in  the  handling  of  cactle  replacements.   If  such  exploitation  exists  as 
a  result  of  either  inefficiencies  or  excessive  profits,  cooperative  effort  might 
offer  one  method  of  opccd;^'  solution. 

Ju;"'.gmcnt  as  to  the  posGi"bility  of  cooperative  activity  in  tlie  handling  of 
cattle  replacements  depends  on  the  ansv/crs  to  two  questions.   First,  is  it  true 
that  the  present  system  of  handling  cattle  replacements  is  either  inefficient  or 
results  in  excessively  large  profits?   Second,  if  the  situation  which  is  referred 
to  a"bove  docs  exist,  docs  cooperative  activity  offer  the  "best  solution  to  the  pro"fe- 
lem? 

Hiis  discussion  vdll  deal  with  only  one  phase  of  the  question  of  efficiency 
of  operation  of  cattle  dealers,  namcl3^  the  extension  of  credit  in  connection  with 
their  operations.   Tliis  phase  does  not  give  a  com-glete  answer  to  the  question  of 
whether  cooperative  effort  in  this  field  should  "be  attempted.   It  sheds  no  light 
on  many  other  elements  in  the  pro"blem  which  in  the  final  analysis  may  "be  more 
important  than  the  credit  aspect. 

The  "basis  for  this  report  is  a  study  of  the  credit  operations  of  "business 
institutions  in  rural  areas  of  U  counties  in  New  Yorh  State, 

Representative  towns  in  four  counties  in  New  Yorh  were  visited,  and  infor- 
mation was  o"btaincd  from  all  "business  units  in  the  towns  estimated  to  "be  doing 
more  than  half  of  their  "business  with  farmers.   The  entire  counties  were  not  cov- 
ered in  this  study,  and  "business  esta"blishments  that  may  have  "been  located  outside 
of  the  villages  wore  not  generally  included. 

Location  of  Cattle  Dealers 

The  ODunties  studied  were  Orange  County  in  southeastern  Hew  York,  Tioga 
County  in  southccntral  Hew  York,  Genesee  Cou;-ity  in  western  Hew  York,  and  Jefferson 
County  in  northern  How  York  (figure  l).  Among  the  towns  visited  in  these  counties, 
20  cattle  dealers  'were  found.  This  included  l6  in  Orange  County,  U  in  Tioga  County, 
and  none  in  cither  Genesee  or  Jefferson  Counties.   Of  these  U  counties,  Orange 
is  distinctly  a  deficit  area  for  stock,  and  farmers  there  purchase  a  lapgc  part 
of  their  replacements.   Jefferson  County  is  distinctly  a  surplus  area.   Genesee 
County  is  not  an  important  dairy  county. 
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G-  *  Genesee 
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Figure  1,   Location  of  Areas  Studied 


This  stud;"-  was 
presumed  to  Tdg  a  compl 
of  dealers  found  in  tli 
located  in  the  areas  o 
as  dealers  located  in 
of  cattle  dealers  v;oul 
cooperative  organizati 
principal  deficit  area 
ed  here  is  necessary, 


-ot  restricted  to  cattle  dealer  operations,  and  was  not 
etc  census  of  cattle  dealers  in  these  counties.  The  location 
cse  cou::tics  suggests  a  tendency  for  cattle  dealers  to  "be^ 
f  demand  more  than  in  the  areas  of  supply  ~  at  least  so  far 
the  tovms  and  villages  arc  concerned.   If  a  complete^  survey 
d  sliow  this  to  he  true  generally,  it  would  su'^sest  that  a 
on  to  handle  cattle  replacements  should  he  located  in  the 
,s.  L'ore  evidence  than  the  results  of  the  stud^'  heing  report- 
however,  for  a  conclusive  answer  to  this  question. 


In  considering  the  location  of  any  prospective  orgojiization,  it  is  worth 
noti^ig  the  similarity  of  the  location  of  these  cattle  dealers  in  relation  to  supply 
or  demand  areas  to  that  of  regional  produce  raarhcts.   Large  regional  or  city  mar- 
kets handling  fruits,  vegetables,  and  miscellaneous  products  have  grown  up  prin- 
cipally in  areas  close  to  important  demand,  rather  than  in  areas  important  m  pro- 
duction hut  more  distant  from  these  marhets. 
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Summary  of  0x)eratio:i3 

T1.C  average  voXmne   of  .ales   of  cattle  dealers  v;as  ^5^.212   (ta^lcl) 
AlDout   two-thirds   of  these   sales  were   for  credit,    and  "cce  ^"^J^t^^ ^r^^^ 
Tlae   cost   to  the   deo.lera  of  their   sales  v/as   S6  cents  out   ox    every  doll.T   rccci%  ca 
fJom  sa  es     leavi.^  lU  cents  as  the  nnrgin  retained  "^^^^-^  f  ^^^"^  ^ 
•VI     ^^^.cA4-r,       vr-  cost  of  erantina  credit  service  tooh  b  cents  ox   tj.e 
g:inr:iarli?     ;r  n;.xiririf  of  if.      T:.!?  U-f*   S  =onts  .vaU=Uo  for  o^onsos 
other  than  those  involved  in  the  extension  credit. 


Tatle  1, 


SUI,I1J\IIY  OF  OKRATIONS  OF  20  CATTLE   DEAIiESS ,   HEW  YORIC 


Per  Dollar  Sales 


Total 


Sales 

Credit  sales 
Cash  sales 

Total  sales 

Cost  of  cattle  to  derJers 

Margin  retained  for  expenses 
Costs  of  granting  credit 
Available  for  other  expenses 


^0.69 
0.31 


$1.00 
0.86 

$o.iU 

o.o6 

$o.os 


$5^,212 

7>590 
3,2S5 
U.337 


T's  cost   of  granting  credit   absorbs  nearly  half  of  the  margin  availaolc 
for  all    e^peries!     Breditls  not  a  necessary  function  of  cattle  de.^ers,   but  has 
grovm  to  be  an  imoortant  part   of  their    operations. 

Comparison  of  Credit   Cost  and  Charges 

Tie  cost   of  granting  credit  averaged   ■^3,285  for  each  cattle  de.ler   (table  2). 
If  this'^Lr?!  "iSted  Jthe  average  amount   of  -edit  used  per  ^jar^  -^^^^      ^^ 
purchases  borro^^ing  money  in  this  way.    it  v;as  fouxid  00  ^^Presont   an  an.u  1 
q  7  per  cent  on  the  credit   involved.      TrAs  figure  represents  tne  '=°;,^^^^^^?^^4°- ^^^ 
III  lelrlTrJoxa-Ae  to  the  customo,ry  "6  per  cent"   interest  rate.     Altnougn  t.e  cost 
to   dSlers  of  the  credit  service  was  at   an  a:anual  rate  of  9-7  per  cent,   tr.eir 
harg:  ?o  uLrs  was  l6.2  per  cent.      In^other  .ords.    f  ^^^;:-£,^;^^^^/S:       hree 
the  cost   involved  by  more  than  the  customary  interest  rate,   and  was  "^J^JJ^-.^;-  ; 
tiirtl  e  5  per  cent   interest  rate   coimon  with  mar^  credit   agencies   at   tne  present 

have  been  double  the  common  5  per  cent  raoe. 

Table  2.  CREDIT  COSTS  ACT  CHi^GES  ,  RURAL  AG-^H'CIES  ,  HEW  YORI^ 


~C^^to  Agency         Charge  to  User       Dif_fercncc_ 


Cattle  dealers 

Implement 

Feed 

Automobile 

General  farm  supply 

Gas  and  oil 

Hardware 

Repair  garage 

Grocery 


Rate  given  as  per  cent  per  year 

Q,7  16.2       to-5 


n'.3  2.1       -  3.2 

12.1  7.9       -  ^'• 

10.0       -  5.D 

12.S 

I0.3  r 

17. u  3.6 

18.6  3.0 

20.0  2.2 


u 


2 

-•■u.u 

-  7-1 
-12.3 
-13.8 
-15.6 
-17. 8 


!• 


1^^ 


7.1  E 


Tl-e  charge  made  to  users  for  credit  as  conroarcd  with  the  actual  cost  to 
the  agency  of  carrying  on  this  service  was  'ligh^r  for  cattle  dealers  than  for  any 
of  the  other  retail  agencies. studied.   In  the  case  of  all  other  agencies  the  charge 
was  less  than  the  cost  to  the  agency,  meaning  in  those  cases  that  the  cash  customers 
were  "by-and-large  helping  to  carry  the  cost  of  gra.nting  credit.   The  v/idest  differ- 
ence among  the  "businesses  studied  "between  the  c"-argc  a:ad  the  cost  was  in  the  case 
of  grocery  stores,  where  the  cost  averaged  20  per  cent  per  year  for  money  actually 
"borro'-ved,  as  compared  with,  an  average  charge  of  2.2  per  cent.   In  other  vords, 
rural  grocery  stores  were  making  little  difference  in  the  cost  of  items  to  those 
having  their  "bills  c':.:.rgod,  as  compared  with  those  paying  cash. 

Cost  of  Granting  Credit 

Interest  was  the  largest  item  of  cost  in  granting  credit,  amouT'iting  to  an 
average  of  $2,035  (tabic  3)-   The  next  largest  item  was  "bad  de"bts  of  i^^yS,  repre- 
senting a  monument  to  tJ-oae  v:hosc  prom.ises  to  pay  did  not  materialize.   Costs  of 
collection  amounted  to  sU-1-6,  which  represents  t'.:.e  coot  of  trq,vcl  and  other  expense 
involved  in  trying  to  get  payment  on  unpaid  'oills.  Tlie  cost  of  keeping  t>.c  nec- 
essary records  averaged  $12S.   This  total  cost,  as  previously  referred  to,  ojnoujited 
to  9-7  per  cent  per  year  on  the  money  actuaJly  let  out  in  the  form  of  credit. 

Ta"ble  3,  COSTS  OF  GHAI'TING  CISDIT,  CATI-LE  DE-^ISilS;  'JLli   Y0EI[ 


Per  cent    Rate  in  per  cent  per  year 
Item  Expense     of  total      on  credit  involved 


Interest  on  funds  used 

$2,035 

62 

Bad  de"bts 

676 

21 

Collection 

UUb 

13 

Accounting 

12s 

u 

6,0 
2.0 
1.3 

o.U 


Total  $3,2S5  100  9.7 

Good  credit   risks  at   the  present  time  are  frequently  able   to  "borrow  mor.ey 
at  5  or  6  per  cent   instead  of  the  9*7  P"-^^  cent  cost,    or  the  l6,2  per  cent  charged. 
Many  farmers  could  have  borrov/ed  money  directly  from  a  credit  agency  as  cheaply  as 
these  cattle  dealers  did,  and  could  have  tJ:erc"by  saved  all  of  the  other  costs    in- 
volved,   including  "bad  debts,    collection,   and  accounting.      In  addition,    they  could 
have  saved  the   6>5  pci"  cent  difference  between  the  credit  charge  and  the  credit 
cost ,   based  on  the  average  for  all  dealers. 

Summary  and  Conclusion 

Five  conclusions  are   suggested  from  the  information  that  h^s  been  presented? 

1.  Cattle  dealers  appear  generally  to  be  located  close   to   the  dem.a:Td 
for,    rather  than  close  to  the  supply  of,    surplus  cattle. 

2.  About  t'vo-thirds   of  the  sales  by  cattle  dealers  were  for  credit, 
and  one-thiTd  for  cash. 

3.  The   cost   of  granting  credit  absorbed  nearly  half  of  the  ma,rgin  re- 
tained by  dealers  for  all  expenses. 

U.      The   cost   of  granting  crecllt  v;as  about  twice  a  common  ra'ce   (5  percent) 

for  good  credit  risks. 
5.      Tiie   average  charge  for   credit  v/as   about   three   times  a  common  rate 

(5  per  cent)   for  good  credit  risks. 
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It  appears  that  t'lo  cost  of  grantiiig  credit  through,  the  estal^lishod.  systcan 
of  cattle  dealers  averages  high.   Tnis  does  not  necessarily  prove  that  a  coopera- 
tive system  for  handling  cattle  replacements  shovld  te  estalDlished.  A  cooperative 
credit  system  is  nov;  in  effect  vdth  the  purpose  in  viev/  of  saving  interest  costs 
for  farmers  vtio  are  good  credit  risl's.  A:iother  credit  agency  to  perform  this 
credit  function  appears  ui'mccessaiy ,  because  a  cooperative  agency  for  t";  is  function 
is  already  in  existence. 

This  discussion  does  not  cover  many  of  the  important  points  in  the  question 
of  the  possibility  of  a  cooperative  agency  for  '\andling  cattle  replacements.   It 
gives  no  test  of  the  present  sy:stem  as  regards  oit'ier  efficiency  in  t::.e  regular 
part  of  their  operations  (oKcluding  credit)  or  in  thcrr  "business  ethics  and  prac- 
tices. 

Some  Proposed  Plans  for  0"btainii:ig  Dairy  Cow  Replacements  Cooperatively 
By  J.  Q-.  -.Yatson,  Editor,  ITcw  England  Eomestead,  Springfield,  Uass. 

This  question  of  replacements  is  one  in  vj-hich  wo  are  vitally  interested, 
particularly  from  an  agricultural  standpoint;  and  we  have  seen  the  advantages  and 
disadvantages  of  practically  all  the  problems  brought  up  this  morning.   I  have 
seen  the  necessity  for  men  in  a  large  commercial  field  to  employ  those  '.vho  hnow 
how  to  raolze  purc":ases  of  cattle.   Tliese  men  who  'jcnt  out  to  malce  purchases  of 
cattle,  representing  large  commerical  concerns,  ::avo  built  up  confidence  among 
farmers.  As  for  the  dealers  -  we  can't  classify  all  of  these  men  as  extortionists. 
There  are  a  good  many  in  the  cattle  dealing  gcjue  v;ho  hnov/  the  cattle  business  a:^d 
are  trying  to  give  tJie  farmer  a  fair  and  square  deal.  But  we  still  have  a  large 
number  of  men  in  that  field,  in  v/hom  we  have  no  confidence,  who  make  large  excess 
profits. 

We  have  given  some  studir  to  the  question  of  replacement  in  Nev;  England. 
Within  the  last  few  years,  we  "::ave  seen  quite  a  change.   The  men  arc  hot  going  so 
far  afield.  Many  of  those  men  are  seeking  our  own  local  communities  until  at  the 
present  time  in  our  Hew  England  States  we  are  furnishing  at  least  about  75^  of 
the  replacements,  r^iere  will  always  be  difference  of  opinion  as  to  whether  or  not 
a  farmer  can  produce  his  replacements  profitably.   As  to  this  replacement  question; 
I  believe  t>:£i.t  v/e  are  going  to  be  able  to  ".mndlc  that  locally  as  years  go  on,  much 
more  satisfactorily  than  we  have  done  in  the  past,  for  the  simple  reason  that  we 
have  a  correlation  ^ore  tying  up  this  question  v/ith  the  health  problem. 

I  want  at  this  time  to  take  the  opportujiity  of  expressing  to  t":\e  State  of 
Connecticut  the  appreciation  of  the  livestock  industry  for  the  splendid  work  that 
they  are  doing  in  a  State-'.vide  mastitis  program.   Tl.^  are  going  about  that  in 
the  same  able  spirit  t::at  other  States  have  tacl-led  the  T.  B.  program.   T-e  State 
of  Nebraska  made  the  UOtl:.  state  in  tlie  modified  class.  Vermont  and  H.:.ode  Islrad 
are  not  yet  in  that  classification,  but  both  will  soon  be  in  the  modified  area. 
If  we  can  report  the  conditions  to  the  same  extent  in  the  question  of  controlling 
Bang's  disease  and  mastitis  disease,  then  our  dealers  will  feel  free  to  buj"-  the 
cov;s. 
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In  tl.e  next    fcv;  ^rcxs,    our   frxrx-rs  producing  livestocir  vdll  reap  cor.sidcr- 
a'olc  iDenefit  from  svxplus  liveotock.      T.ie  iar.n  vi":.o  £005  out   to  'aui'  roplacerr.cnts 
wants   to  be  assured  that  '.e  is  getting  a  fair  'brcclz  ond  fair  c"'.ance  of  gettir^ 
animals  that  are  clean. 

I   v.'a:it   to   qurte   one  or  two   sales   of  recent  wcc>s..    Tdthin  four   dr^s   in  the 
States  of  Coxiecticut  and  llassach-asetts,   v.-e  have  had  four  sales  t/:.at  were  "•eld 
of  pure  bred  dairy  cattle  in  which  27O  head  of  pure  bred  cattle  were  sold  bringi::ig 
in  over  $100,000  cold  cash.      I  can't  thinlr  of  an:'  industries  large  or  small  here 
in  our  New  England  area  that  could  put   over  a  sale    of  that  hind  and  get  cold  casj:.. 
Bo^h  of  those  sr.les  the:'e  was  an  organization  tj-.at  was  reliable. 

Vermont,    Con;-.cctic-at ,   Massachusetts  ai'.d  some  of  the  of.ier   Statcj  have   cbne 
splendid  work  in  devcD.-oping  animals  -  vigorous  a:-.imals  -  animals  with  good  records. 
I   don'   feel  tr^t  t;"-c  dangers  arc  so  riuich  as  th.-  were   two  or  three  yearc  ago. 
If  '.70  continue   to   correlate  t;:c  hcalt".  moasT-i.rt  c  wit?,  tho  work  th.at   irs  being  dene 
through  our  extension  v/orh  at   the  colleges   end  in  improving  lur  dair;-  breeding 
operations,    cur  farmers   are  goir^  to   sceh  :i^arby  a:iimals  instead  of  going  f.-.rther 
away. 

Let  us  consider  t':.e  feasibility'"  of  holding  animal    sales   on  forms  and  bach- 
ing up  with  strong  gxLara;..tecs .      Tictc   is  m^ney  in  good  dairy  cattle,     !E'.jrc    is   mon- 
ey in  the  dairy  business.      '.Vc  folhs  rjxvc  ovirloohcd,    in  rur  zeal  for  t".:.at  mil3: 
Chech,    t?.e  fact  thc.t   do"./n  th_rou,;iih  the  year3  f:..e  sale  of  surplus  dairy  stoch  aiid 
livcstoch  ha,s  been  as  lar  -c  if  n?t  a  larger  factor  in  the  farm  income  than  the 
chocks  Yio  have  recivcd  from  mill:.      If  v/e  can  produce  a  little  better  dair;''  cattle 
in  these  ITev,-  Sn-^^land  States,  v;e  are  going  to  increase  th.at   income  coned derably. 
If  we  continue  to  "xiild  up  these  good  herd  improvcmer.t   associations  and  have 
unprofitable  animals  cut    ,:ut,    our  farmers  who  need  to  buy  replacements,    eventually 
will   come   in  conta,ct  v;ith  those  orga:-.izations  and  'aay  to  adva:atago.      Price  isn't 
always   a  factor  in  buj'-ing  a  cov/.      I  urge  that   ov.t  dairy  farmers  begin  to  lay  the 
foundation  of  better  cooperation  than  we  ha'/e  in  the  past,   selecting  good  vigorous 
types  and  carrying  the  progrron  along  that  particular  line. 


Wednesday  afternoon,  June  10 

SuT3.,iect:  Cooperation  in  State  and  Federal  2e,gMla"bion 

Chairman:  S.  McLean  Buclcinghara ,  Farmer  and  Acministrator ,  Connecticut  State 
L'ilic  Control  Board,  Hartford,  Connecticut. 

I.^  part  in  this  afternoon^s  program  is  a  conrparatively  simple  one,  in  as 
much  as  it  chiefly  involves  the  introduction  of  a  spealcer  t*lo  really  needs  no 
introduction  to  a  Few  England  audience.   I  t/iinlr  the  subject  is  one  in  which  we 
are  all  actively  and  vitally  interested  in.   You  know  that  ife  has  "been  said  that 
you  can  go  just  so  far  into  the  woods  before  you  start  going  out  again.   In  other 
words,  when  you  reach  the  center  of  the  woods,  you  are  closer  to  getting  out  of 
them  everj'-  minute.   I  wonder  if  this  is  not  the  situation  in  this  milh  business. 
I  thinlc  that,  with  the  participation  of  federal  and  state  control,  there  have 
been  times  when  we  iiave  gotten  lost  in  the  woods.   I  t'-inin  v/e  have  gotten  to  the 
point  now  where  we  are  getting  out  of  the  v/oods. 

I  hope  that  the  address  this  afternoon  will  help  us  to  know  the  "where" 
and  the  "how"  of  the  present  problem.   There  has  been  a  great  deal  of  agitation 
in  this  milk  business,  and  I  thinl;  that  at  times  wc  have  been  inclined  to  follow 
the  example  of  the  "darkey"  who  became  lost  in  the  woods  during  a  thunderstorm, 
He  decided  that  the  best  thing  to  do  was  to  pray  to  the  Lord  for  less  noise  and 
more  light,  and  I  think  that  the  speaker  this  afternoon  is  going  to  be  able  to 
give  us  light.   It  gives  me  great  iDleasurc  to  turn  this  discussion  over  to  Dr. 
Black, 

How  Can  Federal  and  State  Authorities  Cooperate  in 
Carrying  Out  Mill:  Marketing  Control  Plans? 

By  J.  D.  Black,  Professor  of  Economics,  Harvard  University, 
Cambridge ,  Mass . 

I  needn't  remind  you  that  government  participation  in  other  than  sanitary 
affairs  of  local  milk  markets  is  of  rocent  origin.   It  ?/as  in  1932  that  llcw  York 
and  Wisconsin  started  state  control  of  milk,  marketing  and  in  the  following  spring, 
that  the  federal  government  became  interested  in  it  while  writing  the  Agricultural 
Adjustment  Act.  Hence  the  undertal:ing  is  very  much  in  its  infancy.   If  we  are 
going  to  develop  further  public  participation,  state  and  federal,  in  the  affairs 
of  local  milk  inarkets,  we  will  be  many  years  doing  it.  MoJ^c  than  that,  the  devel- 
opment is  going  to  ta:.'c  diverse  forms,  depending  upon  local  situations.   They 
may  be  as  widely  diversified  as  attempts,  on  the  one  hand,  to  work  tovrard  pure 
conipctition  and  so-called  "perfect  markets",  and  on  the.  other,  go  ^>o  far  as  to  set 
up  government  ov/nership  and  operation.   Tlicsc  developments  may  not  proceed  vei-y 
rapidly.   A  given  market,  after  proceeding  in  one  general  direction,  may  turn 
back  and  go  the  opposite  v;ay.   What  v/e  have  really  had  is  experiments  in  this 
field  during  the  last  few  years.   This  is  indicated  by  tlie  fact  that  fev/  new 
state  milk  control  boards  have  been  set  up  within  the  last  few  years. 
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Th.is  whole  mill:  control  movement  grow  cut  of  the  depression  in  1931  ^nd 
1932.  Perhaps  as  prices  rise,  markets  will  hecome  more  orderly  and  there  will 
be  less  deraarxd  for  such  control.   We  ma;/-  halt  our  progress  and  proceed  rather 
slowly  for  a  numhcr  of  years.  Lly  guess  is  that  in  the  long  run  over  the  next 
25  or  more  years,  we  will  move  in  that  general  direction.   The  irat*  of  progress 
will,  of  course,  depend  upon  the  courts.   In  one  extreme,  it  is  entirely  possi- 
ble that  the  courts  v/ill  th.rov/  out  the  entire  Agricultural  Adjustment  Act  under 
v/hich  milk  marhet  control  is  proceeding  at  the  present  time.   We  are  not  as  cer- 
tain on  this  point  as  maiij''  sur:)pose.  I  have  heard  Assistant  Attorney  General 
John  Dickinson's  discussion  of  the  status  of  milk  control  u:ider  the  AAA  at  the 
recent  hearings  in  Boston  criticized  hy  some  of  those  connected  with  the  market 
■because,  they  said,  he  confused  the  suhject.   They  had  felt  until  he  came  along 
that  it  v/as  perfectly  clear  that  the  !-*oosac  I.'ills  decision  did  not  affect  marl^et- 
ing  agreements.  Miy  did  Ivlr.  Diclcinson  seem  to  ma.ke  the  matter  more  confused? 
Because  he  had  read  the  Supreme  Court  decision  and  his  critics  liadn't.   It  is 
difficult  to  forecast  from  the  language  of  the  court  decision  how  it  will  decide 
v/Jien  a  case  comes  "before  it.   It  may  say  that  t3ie  present  Adjustment  Act  does  not 
provide  the  necessarj-  authority  for  milk  market  control.* 

But  suppose  the  courts  do  throw  out  the  t^rosent  AAA  act  in  toto,  vri.ll 
that  end  federal  participation  in  the  milk  markets?   I  don't  thinlc  so.  Before 
man^''  years,  if  not  in  the  next  fov;  years,  a  nev/  act  will  he  prepared  that  will 
permit  some  new  author! tj^  to  take  a  hand  in  the  affairs  of  interstate  milk  mar- 
kets. 1,'Ij'  personal  jucl^gment  is  that  this  will  he  the  host  outcome.   T":.e  present 
act  is  rather  "badly  confused.   It  \/as  written  in  very  much  of  a  hurry.   T^'^e  liiole 
suhject  of  agreements  and  licenses  was  covered  in  a  fcv/  "brief  vague  paragraphs. 
Amendments  have  "been  passed  twice  since,  hut  they  have  introduced  almost  as  much 
confusion  as  clarification. 

As  now  drawn,  the  AAA  Act  is  essentially  contradictory  in  its  marketing 
policies.   On  one  hand,  it  proposes  to  set  up  arrangements  to  stop  unfair  com- 
petition in  markets  and  to  put  all  dealers  on  the  "basis  of  equality  and  fair 
dealing,  and  on  the  other,  it  has  price-fixing  provisions  in  it  to  he  used  for 
raising  prices.  Price-raising  and  fair  competition  are  essentially  contradictory. 
Again  there  is  no  production  control  in  the  present  act.   Eiat  part  of  it  at  least 
v/as  declared  unconstitutional^  I  suhmit  to  you  that  if  it  is  possihle  to  raise 
prices  and  along  with  it  to  stop  price  cutting,  increased  production  is  sure  to 
follov/  unless  we  have  some  way  to  stop  it.  "[Jnder  the  original  act  some  moves 
toward  production  control  in  the  dairy  industry  were  made,  hut  as  you  recall,  they 
v/ere  not  very  well  received.   It  is  extremely  fortunate  for  the  AA.!  that  it  did 
not  undertal:e  suc'n  control.  Nevertheless,  the  act  as  now  set  up  has  fundamental 
inconsistencies  in  it. 

If  the  act  were  to  he  rev;ritten,  it  would  he  simplest  to  cut  out  the 
prico-raising  features,  of  it,  to  formulate  an  act  in  tei-ms  of  what  is  now  loiown 
ahout  u:ifair  competition  in  huying  and  to  stop  with  tliat.  Even  on  this  limited 
basis,  the  working  out  of  successful  cooperation  between  federal  or  state  agencies 
v/ill  be  a  long  and  tedious  task.. 

*Judge  Brev.'ster  has  since  so  decided,  and  the  case  is  to  be  repealed  to  the 
Supreme  Court  -  Editor. 
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lIo\7  a  word  atout  the  constitutional  aspects  of  the  questio:i.  A  decision 
\rj   Judge  Brev/stcr  against  the  present  agreement  will  not  settle  this  matter. 
For  example,  a  ruling  by  him  that  the  business  of  those  28  dealers  is  not  inter- 
state in  nature  v/ill  not  settle  this  point.  Even  such  a  decision  by  the  Supremo 
Court  will  settle  the  matter  only  for  the  time  being.  Earlier  in  the  hour  I 
told  you  that  it  is  going  to  tal:e  a  long  time  to  develop  a  really  'workable  pro- 
cedure in  the  matter  of  public  administration  of  local  milk  markets.   H^ilo  this 
is  going  on,  the  membership  of  the  Supreme  Court  v/ill  be  cr-angcd  many  times,  aiid 
some  members  may  even  change  their  views.   In  the  not  far  distant  future,  the 
Supreme  Court  v/ill  talce  an  attitude  on  the  subject  of  interstate  and  intrastate 
business  that  v/ill  permit'  federal-state  cooperation  in  such  markets  as  Boston  and 
Providence.  Even  the  Republicans  are  nov/  proposing  to  amend  the  constitution,  to 
permit  better  control  of  labor  conditions. 

There  are  other  ways  of  changing  the  effects  of  the  constitution  than  by 
amending  it.   Professor  Corwin  of  Princeton  University,  v/ho  is  distinguis":ed 
enough  to  have  been  selected  as  one  of  twelve  ^taerican  scholars  to  receive  an 
honorary  degree  at  the  Harvard  Tercentenary  this  September,  has  often  discussed 
this  very  subject.   I  heard  him  discuss  it  a  fev/  weeks  ago  before  a  group  of 
Harvard- Yale-Princeton  students  at  Princeton  on  the  same  platform  with  John 
Dickinson,  and  Rayal  Desvernine,  w>.o  was  secretary  of  the  La\-/yers '  Committee  of 
the  Liberty  League.  Professor  Corwin  too>:  a  very  definite  position  that  the 
interpretation  of  the  constitution  during  the  first  seventy-five  years  v/as  clear- 
ly contrary  to  the  recent  Hoosac  Mills  and  Schechter  decisions,  that  Wall  Street 
la\7yers  have  moulded  court  opinion  in  its  present  direction  and  that  v/e  don't 
need  to  amend  the  constitution,  that  all  v/e  need  to  do  is  to  get  back  to  the  con- 
stitution. After  all,  our  real  interest  is  not  in  being  able  to  pick  out  of 
earlier  Supreme  Court  decisions  something  t?iat  v/ill  support  a  position  that  co- 
incides with  that  of  the  majoritj'-  of  the  present  members  of  the  Supreme  Court. 
TiUhat  we  want  is  to  find  the  trend  of  judicial  decisions  and  move  in  line  v/ith  it. 
The  trend  in  the  next  fifty  years  is  surely  bad:  to  the  constitution  as  Professor 
Corv/in  understands  it.   Tl^cre  are  so  many  matters  essential  to  the  safe  conduct 
of  our  government  that  states  cannot  handle  alone  that  the  federal  government  is 
certain  to  find  ils  scope  v/idening  rather  than  narrov/ing. 

Senator  Borah  maizes  many  statements  v/ith  v/hich  I  do  not  concur,  but  he 
made  one  recently  that  is  highly  significant.   Corporations,  he  said,  are  able 
to  act  without  any  regard  for  state  borders.   But  the  Supreme  Cotirt  is  saying  to 
the  federal  government,  "You  have  to  operate  v/ith  regard  to  state  lines",  and 
is  saying  to  the  states,  "You  can't  control  anything  outside  of  your  ov/n  state 
borders".  The  government  is  not  going  to  sit  indefinitely  with  its  hands  tied  in 
this  unequal  struggle. 

Before  I  come  do^vn  specifically  to  a  discussion  of  issues  in  federal  and 
state  cooperation,  perhaps  I  had  better  summa.rize  the  present  status  of  kkk   oper- 
ations in  milk  markets.  You  v/ill  remember  that  at  the  end  of  the  first  phase  of 
AA.^  milk  market  control,  lU  markets  were  set  up  under  marketing  agreements  and 
licenses.  MoSt  of  those  markets  were  interstate  in  character,  but  some  v/ere intra- 
state.  In  the  second  phase  of  AAA,  control  aboiit  50  markets  v/ere  placcdundcr  li»- 
censes.  Many  of  these  fifty  were  intrastate.   Decisions  in  local  courts  one  after 
another  raised  objections  to  such  operations  in  local,  markets  on  the  score  of  their 
of  their  intrastate  character.  Then  the  Schechter  decision  came  along  and  put  the 
stamp  of  Supreme  Court  approval  on  these  local  court  decisions.  All  of  this  created 
an  opinion  that  the  licenses  had  underta!:cn  to  regulate  beyond  the  authority  of 
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the  federal  government  ii:idGr  the  existing  Act.   Tlac  ar::endmcnts  in  1935  ur.dertool. 
to  clarify  this  issue.   Tl"-c  AjUi  also  nade  it  entirely  clear  that  no  attcr.pt  v/oiild 
"be  made  to  issue  licenses  or  orc.crs  in  raar'iets  which  were  clearly  intrastate  in 
character,  as  the  court  was  then  defining  this  tern.   Consequently,  licenses 
wore  dropped  one  after  mother,  and  at  present  only  SU  narhets  are  operating 
v/ith  help  from  the  i±kA..      Three  of  these  narhets  arc  operating  under  the  new  a- 
nendmcnts  and  agreements.  These  are  Boston  and  Fall  Hiver  in  Massachusetts, 
and  St.  Louis.*  All  three  are  interstate  narhets.   Orders  are  being  developed 
in  several  other  interstate  narhets,  in  Dutaique ,  Sioux  City,  Washington,  and  the 
Quad  Cities.  Manj''  of  the  remaining  twenty-four  narhets  are  intrastate  narhets 
as  that  term  is  now  iDcing  defined.  The  federal  goverrjnent  is  v;illing  to  parti- 
cipate to  some  degree  in  such  marhets  provided  approximately  complete  agreement 
can  te  obtained  "between  the  producers  and  the  dealers.   The  ficldnen  of  the  Dairy 
Section  of  the  ;\AA  arc  naTcing  head-way  in  securing  such  agreenents  in  some  narhets: 
in  Topeha,  Kansas,  for  example.   How  nan^'-  of  these  will  cone  through  with  such 
agreements  renains  to  "be  seen.   Some  interstate  narhets  9.re  still  under  federal 
license  and  arc  continuing  so  at  the  request  of  state  "boards  or  local  nar2::ct 
groups.   ITev;  Bedford,  Llassachusetts ,  is  such  a  narhet. 

These  tv/enty-four  narhets  are  a  very  small  pixcentage  of  all  the  milh 
marhets  in  the  United  States,  and  even  if  all  of  these  worhed  out  successful 
narheting  agreenents,  they  would  still  be  only  a  snail  part.  But  this  need  not 
discourage  us.   It  is  in  fact  desirable  that  v/e  go  no  further  until  the  courts 
malce  up  their  minds  about  such  agreenents  and  until  v/e  learn  by  process  of  trial 
and  error  how  to  afcinistcr  a  marhet.  I  would  regret  very  much  to  see  the  Dairy 
Section  of  the  AA.I  in  the  position  it  was  in  1933  i^ith  hundreds  of  rrarkets  cla- 
nouring  for  hearings,  and  for  agreements  within  a  wee!;. 

As  to  the  naniier  in  vAiich  the  Dairy  Section  of  the  AAA  is  cooperating  with 
the  state  boards,  there  is  considerable  variation.  Under  the  cooperation  that  is 
supposed  to  exist  in  Hev/  England,  the  federal  governnent  attenpts  to  manage  the 
equalization  pool  in  the  interstate  marhets  v;ith  such  cooperation  fron  the  state 
boards  as  is  needed  to  provide  necessary  information,  records  and  date,  and  se- 
cure enforcem.ent  of  regulations,  orders,  and  the  like;  and  the  states  undertalrc 
to  manage  the  affairs  of  purely  intrastate  narhets. 

Tile  statement  whic?.  I  have  made  describes  the  hind  of  cooperation  which 
is  talking  place  in  the  Boston  narhet  so  far  as  all  the  state  boards  are  concerned 
except  the  Massachusetts  Board.  There  can  scarcely  be  said  to  be  an;-"  cooperation 
betv/een  the  federa.1  government  and  the  Massachusetts  Board. 

Another  form  of  cooperation  has  been  undertalien  in  I-^diana  and  %oming. 
Here  the  federal  government  is  operating  informally  in  a  joint  nanagenent  plan, 
in  which  a  representative  of  the  federal  government  keeps  in  touch  with  the  mar- 
kets and  a  course  of  action  is  worked  out  to  which  both  parties  agree. 

*The  Boston  agreement  has  since  been  suspended;  but  Kansas  City  has  an  agreement. 
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We  should  recognize  that  the  state  nilk  control  "boards  are  just  as  nuch 
of  an  experiment  as  Federal  milk  control.  We  may  not  realize  it,  "but  our  state 
milk  control  "boards  represent  a  new  type  of  agency  as  now  constructed.   They 
differ  from  public  utility  commissions  in  that  these  "boards  are  largely  if  not 
wholly  made  up  of  members  or  representatives  of  the  interested  industries* 
whereas  public  utility  commissions  are  supposedly  made  up  solely  of  representa- 
tives of  the  public  interest.  To  be  sure  the  state  commissioner  of  agriculture 
or  some  similar  officer  may  be  a  member  or  even  clmiman  of  such  a  board,  but 
this  can  scarcely  be  adequate  representation  of  the  interests  of  the  whole  body 
politic.   Nevertheless,  these  milk  boards  arc  endeavoring  to  set  prices  in  much 
the  same  manner  as  the  utility  commissions  set  transportation,  water,  heat  and 
light  rates.  Moreover,  they  are  doing  it  without  due  process  of  review  of  the 
facts  such  as  is  required  of  all  rate  commissions. 

In  Great  Britain,  you  can  soc  this  mill:  board  idea  carried  to  the  extreme. 
There  the  milk  producers,  with  very  weak  representation  of  the  dealers  are  given 
a  free  hand  to  set  prices  and  work  out  other  arrangements  in  regard  to  milk; 
and  the  state  stag's  out  of  it,  after  having  passed  the  act.   Our  state  milk  con- 
trol boards  are  in  between  these  two  extremes.   What  the  future  evolution  vail 
be,  I  do  not  wish  to  say.   If  v:c  continue  as  we  have  started,  v/e  \7ill  have  created 
a  type  of  agency  which  has  not  existed  in  this  coiintry  before. 

Novif  as  to  certain  'jrinci-oles  relating  to  state  and  federal  control.  Jirst 
of  these  is  that  the  federal  government  cannot  nEikc  several  ad,ioining  states 
work  together  upon  a  plan  to  which  each  one  of  them  does  not  subscribe.   I  do  not 
see  how  the  federal  government  can  work  out  a  plan  and  successfully  impose  it 
upon  several  more  or  less  unwilling  states.  The  states  theraselves  must  get  to- 
gether, and  until  they  do  get  together,  it  is  of  no  use  for  the  federal  government 
to  try  to  assist  them  in  any  actual  administration.   In  getting  together  the 
states  that  are  involved  may  very  well  have  to  make  real  concessions.  But  in 
many  cases  a  study  of  the  situation  so  as  to  arrive  at  an  understanding  of  the 
real  interests  of  the  states  will  dispell  alleged  conflicts  of  interest.   Some  of 
these  conflicts  "-lave  been  fomented  by  selfish  interests  in  the  rrar'tcts.   On  the 
other  hand,  some  real  conflicts  are  likely  to  remain,  and  compromise  is  the  only 
solution  of  these.   Study  of  such  situations  will  furnish  material  which  also  can 
be  used  in  educating  the  farmers,  dispelling  the  confusion  in  their  minds,  and 
creating  a  \7ill  to  get  together.   In  a  good  many  situations,  the  will  to  v;ork 
together  is  not  strong  enough.  There  must  be  a  meeting  of  minds. before  there  is 
a  meeting  of  wills.   Fnen  the  states  develop  a  will  to  get  together,  then  they 
can  ask  the  federal  government  to  come  in  and  help.   It  will  have  the  role  to  per- 
form that  Mr.  Ford  classed  this  morning  as  "umpire",  and  perhaps  a  certian  small 
police  fxmction  in  addition.   The  states  will  have  to  perform  most  of  the  police 
function.  The  principal  role  of  the  federal  government  will  consist  of  assembling 
the  needed  information  and  records,  making  the  necessary  audits,  and  working  out 
the  .monthly  payments. 

Suppose  a  situation  devdops  where  one  state  holds  out  in  a  large  inter- 
state market.   Should  this  state  be  allov/ed  to  impose  its  v/ill  on  all  of  the  re- 
maining states?   In  such  a  situation,  it  is  rcasconable  that  the  federal  govern- 
ment should  impose  the  will  of  the  other  states  upon  this  one,  but  it  nay  not 
be  at  all  practicable.   It  would  still  be  better  to  wait  a  year  or  more  if  ne- 
cessary, and  work  out  a  plan  that  the  one  state  will  accept,  perhaps  carrying  on 
ill  the  meantime  a  program  of  education  among  the  actual  prod-ucers. 
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The  second  principle  is  that  the  federal  government  cannot  partici-pate 
in  all  plans  that  several  states  may  agree  to.   I  say  may  agree  to.   For  example, 
several  states  may  agree  upon  a  plan  which  involves  "market  exclusion",  that  per- 
mits that  group  of  states  on  one  basis  or  another  to  keep  out  the  milk  of  other 
states.   You  may  censure  the  Dairy  Section  of  the  AAA   for  refusal  to  accept  such 
a  plan,  but  it  has  no  alternative  in  the  matter.   The  AAA  has  to  refuse  to  be  a 
party  to  such  a  plan.   The  Supreme  Court  ruled  unqualifiedly  on  this  point  when 
it  refused  to  allow  the  New  York  milk  board  to  keep  Vermont  milk  out  of  the  New 
York  market,   Tlie  Federal  government  cannot  be  a  party  to  any  system  of  base  rat- 
ings or  quotas  which  excludes  the  milk  from  an  adjoining  state.  Any  shipper  vho 
can  prove  that  he  has  an  advantage  in  sliipping  to  a  market  in  another  state  can 
force  his  way  into  that  market  by  court  action.   You  can't  even  keep  him  out  by 
sanitary  regulations.   You  can^t  even  keep  him  out  by  refusing  to  inspect  his 
milk,  if  there  are  perfectly  good  reasons  why  his  milk  should  be  inspected. 
Practically,  of  course,  you  may  be  able  to  do  so,  because  he  is  too  poor  to  fight 
the  case  in  court.  But  if  you  abuse  many  farmers  in  this  way,  they  will,  of 
course,  find  a  way  of  f;oing  to  court  and  forcing  their  way  into  the  market.   All 
they  need  to  prove  is  that  it  is  advantageous  for  them  to  sell  in  that  market. 

Perhaps  no  point  involved  in  federal-state  relations  aroused  more  acrimony 
in  the  early  stages  of  it  than  the  insistence  of  federal  representatives  that 
they  could  not  turn  over  to  the  separate  states  the  authority  supposedly  conferred 
upon  them  to  manage  certain  affairs  in  milk  marketing  -under  agreements  and  li- 
censes.  Some  of  these  statem.ents  were  too  sweepirg  and  positive.  May  I  remind 
you  that  there  has  been  somewhat  of  a  purge  of  legal  talent  in  the  AAA  since  the 
early  days  when  those  sweeping  statements  were  made.  But  it  is  still  true  that 
the  federal  government  cannot  delegate  powers  to  the  state  over  interstate  com- 
merce.  If  the  courts  finally  say  that  the  distribution  of  millr  in  Boston  or  Pro- 
vidence is  interstate  commerce,  and  Congress  passes  laws  establishing  a  federal 
agency  to  regulate  that  commerce,  it  cannot  turn  that  power  over  to  a  state  to  use. 
It  cannot  say  to  the  New  Yo rk ■  mELrkct , " We  give  you  the  power  to  regulate  the  inter- 
state commerce  of  the  New  York  market  and  to  exercise  our  powers  in  that  market." 
TOiy?  Because  if  it  was  to  do  so,  it  would  rjot  be  at  all  certain  beforehand  that 
the  other  states  in  the  Union  would  have  the  protection  that  is  assured  them  by 
the  constitution.   It  needs  to  continue  to  exercise  its  own  powers  in  order  to  be 
sure  that  the  constitutional  limitations  on  barriers  between  the  states  arc  not 
overstepped.   The  state  boards  now  generally  realize  tliis  situation.   They  recog- 
nize that  the  AAA  cannot  delegate  to  them  any  power  over  interstate  commerce  which 
it  still  has.  A  majority  of  the  milk  boards  in  the  United  States,  even  in  New 
England  now  recognize  this. 

But  there  arc  some  boards  that  will  turn  around  and  say  that  neither  can 
they  delegate  to  the  federal  goverxmient  their  authority  over  intrastate  commerce. 
The  question  therefore  becomes  one  of  lAhat  the  courts  finally  say  in  the  matter. 
They  may  go  so  far  as  to  sa^'-  that  a  dealer  selling  within  the  city  of  New  York 
milk  produced  wholly  within  the  state  of  New  York  is  still  in  interstate  commerce 
because  his  milk  enters  into  competition  with  that  of  milk  from  outside  of  New 
York  State;  or  because  regulation  of  the  market  is  impossible  unless  his  business 
is  included.   If  the  courts  in  the  end  do  decide,  then  such  commerce  is  no  longer 
intrastate  and  there  will  be  no  question  of  delegation  from  the  state.   If  the 
coui'ts  in  the  end  decide  the  other  way,  then  the  only  procedure  possible  is  one 
under  which  the  state  manages  the  intrastate  dealers,  and  the  federal  governrrient 
the  other,  both  according  to  a  common  plan  to  which  both  have  subscribed  and  to 
which  they  conform. 
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This  leads  to  the  possibility  of  compacts  iDe^ween  several  states  jointly 
and  -vvith  the  federal  government,  for  which  there  is  precedent  in  such  an  agency 
as  the  Port  of  New  York  Authority.   The  only  point  I  wish  to  malcc  concerning 
them  is  that  the  terms  of  the  compacts  must  "be  such  that  freedom  of  commerce 
"between  the  states  is  fully  guaranteed,  and  rules  must  he  prescrihcd  that  ensure 
this,  and  provisions  made  for  seeing  that  the  r'j.lcs  are  observed.  Many  of  those 
who  are  thinliing  favorably  of  such  compacts  do  not  recognize  these  limitations. 

Difference  between  states  as  to  fundamental  matters  of  marketing  and  price 
policy,  such  as  base  ratings  and  equalization,  have  sometimes  stood  in  the  way  of 
working  out  a  plan  which  the  federal  government  could  administer  in  interstate 
markets.   It  is  not  absolutely  necessary  that  a  viiole  market  adopt  one  system  of 
base  ratings  and  equalization.-  But  it  will  bo  rather  difficult  to  v/ork  oufc  sepa- 
rate plans  for  the  sevcra,l  states  that  can  be  operated  harmoniously  together. 
Such  a  procedure  \7ould  involve  giving  to  a  state  as  a  iiholc  a  share  in  the  fluid 
milk  sales  of  the  market,  and  having  the  state  distribute  t':is  among  its  producers 
anyway  it  saw  fit,  and  working  out  an  orqualization  accoTint  as  between  states  as 
units.   It  is  conceivable  th.at  such  a  plan  co-old  be  developed,  but  the  outlook 
is  not  promising.   Dr,  Gauraits  also  told  you  tlu  s  norning  tl^at  such  plans  are 
conceivable  but  not  probable,  and  I  agr^e  with  him  entirely. 

If  there  is  to  bo  a  uniform  system  of  ratings  a;":d  equalization,  the  several 
states  must  agree  to  it;  and  it  must  bo  fair  if  it  is  going  to  be  successful.  If 
the  federal  government  is  going  to  be  in  a:iy  v,-ay  responsible  for  such  a  ploJi,  it 
must  ordinarily  ha.ve  something  that  accomplishes  the  results  sought  through  equal- 
ization of  sales. 

The  difficulties  involved  are  well  illustrated  by  the  problem  of  ratings 
for  nearby  producers.   These  ratings  may  be  too  much  in  the  interests  of  the  more 
distant  producers  who  have  voting  control  in  the  larger  associations.  But  one 
must  follow  immediately  vdth  the  statement  th;.t  it  is  equally  true  that  in  some 
markets  the  nearby  producers  v/ould  like  an  arrangement  which  is  just  as  unfair 
to  all  the  rest,   de  subject  is  closely  r-lated  to  differentials  between  Class  I 
and  Class  II  milk.   If  that  differential  is  maintained  by  va,rious  devices  at  too 
high  a  figure,  the  nearby  producers  a".'e  penalized;  they  are  soaked  still  more  if 
Class  II  milk  expands  furtiicr  as  a  result  of  the  too  high  Class  I  price,  since 
the  milk  expansion  talies  olaco  mostly  fart^xr  out.  As  it  increases  the  amount 
of  surplus  milk,  it  reduces  the  average  or  blended  price  and  the  :iearby  producers 
find  themselves  receiving  a  lov;er  average  price  for  their  milk  in  spite  of  the 
higher  Class  I  price.   Since  they  have  not  been  particularly  responsible  for  the 
increase  in  surplus,  they  have  a  right  to  object. 

If  a  market  had  base  ratings  approximately  equal  to  Class  I  sales  all  of 
the  time,  and  the  nearby  producers  wanted  100  percent  ratings,  I  would  say  that 
they  arc  asking  too  much,  because  there  is  always  a  certain  percentage  of  surplus 
milk,  15  to  20^,  needed  because  of  day-to-d^'  variations,  or  unequal  seasonal  va- 
riations from  year  to  year  thc^t  cannot  be  anticipated.  But  if  a  market  has  base 
ratings  greatly  in  excess  of  Class  I  sales,  so  that  the  producers  receive  much 
less  than  Class  I  price  for  their  base  ratings  milk,  the  nc.:^.rby  producers  may 
really  have  a  right  to  ask  that  all  of  their  milk  be  classified  as  Class  I  milk, 
provided  their  base  ratings  have  been  worked  out  in  the  same  v/ay  as  in  the  rest  of 
the  market.   Giving  larger  ratings  to  nearby  producers  within  a  certain  zone, 
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such  as  ho   miles,  docs  ::ot  deal  entirely  v/itr.  the  situation,  "because  nearby 
producers  outside  of  the  Uo-milc  zone  vvliilc  not  entitled  to  Class  I  prices  for 
all  their  rail!':,  raay  be  entitled  to  such  prices  for  more  of  it  than  those  who 
arc  far  out,  ITow  cleo.rly  it  is  necessary  for  those  in  the  market  to  come  to  get 
together  on  such  a  matter  as  this  "before  there  can  "be  successful  collaboration 
with  and  between  the  states. 

This  all  leads  u.p  to  the  statement  that  we  must  have  a  careful  analysis 
of  a  mill:  market  v/ith  all  the  pertinent  facts  brought  out,  before  there  can  bd 
successful  collaboration,  ■  A  development  of  this  kind  recently  in  the  Philadelphia 
market  may  be  taken  as  a  suggestion  to  be  followed  in  other  markets.   The  ad- 
joining states  have  asked  the  Dairy  Section  of  the  AAA  to  work  with  them  in  a 
study  designed  to  bring  out  all  the  facts  relating  to  that  market,   Something  of 
a  similar  nature  is  being  developed  in  New  England.   The  New  England  Council  on 
Agriculture  and  Food  Supply,  ^^^.ich  is  an  organization  of  the  research  agencies 
of  the  six  states,  is  T;orking  under  Dr.  Corbett's  leadership  in  such  a  study  of 
New  England  milk  markets.  Once  the  facts  are  known,  the  basis  is  laid  for  an 
understanding,  and  for  compromise  if  an  honest  difference  of  interest  appears. 
Then  must  come  education  of  the  producers  so  that  they  have  a  clear  understanding 
of  the  facts.   Such  a  program  of  education  may  talte  a  year  or  two,  and  perhaps 
several  years.   Then  we  must  have  milk,  boards  in  the  several  states  which  are 
fundamentally  interested  in  solving  the  problem.   We  must  have  board  members  who 
arc  unbiased  and  really  want  to  help  the  situation.   I  despair  of  any  success  in 
collaboration  in  any  marlccts  where  this  is  not  the  case. 

The  cooperatives  iiave  an  important  role  to  perform  in  such  efforts.   It 
is  their  responsibility  to  work  toward  an  uj-idersttinding  of  v/hat  is  needed  to  help 
the  situation,  and  to  give  their  members  an  understanding  of  these  needs.   When 
it  comes  to  compromising,  they  may  have  the  lion's  a-,iare  of  it  to  do  since  differ- 
ences between  cooperatives  are  often  the  largest  obstacles  to  cooperation  on  a 
market-wide  basis. 
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!E.iursday  morning,  June  11. 
Sub.iect;  Business  ManajEjement  Problems 
Chairman.  J.   P.  WashlJurn,  State  Commissioner  of  Agriculture,  Augusta,  Maine. 

Cooperating  With  Cooperatives  In  Their  Business  Problems 

By  g.  E.  Rohlc,  Business  Analyst,  Springii"eld  Bank  for  Cooperatives, 
Springfield,  Mass. 

The  story  has  "been  told  that  when  Arnold  Bennett  was  once  asked  what  he 
thought  of  the  reviews  of  his  latest  hooks,  he  replied  that  he  had  not  read  them 
all,  hut  that  he  had  measured  them  and  found  their  length  waa  quite  satisfactory. 
If  the  same  method  of  criticism  were  applied  to  the  papers  presented  before  the 
annual  sessions  of  the  American  Institute  of  Cooperation  during  the  period  1925 
to  1935  —  each  session  occupying  a  week's  time  —  it  may  he  said  that  we  have 
probably  been  too  little  concerned  with  the  development  of  a  proper  financial 
structure  for  cooperatives. 

On  the  average,  for  the  years  1925  to  1935.  less  than  one-fifth  of  the 
time,  as  measured  by  -oer  cent  of  total  pages,  was  devoted  to  business  management 
principles,  financial  problems,  factors  affecting  efficient  operations,  money 
and  prices;  and  the  remainder  of  the  time  was  utilized  in  the  discussion  of  other 
subjects.  During  the  period  of  low  prices  since  1929.  imich  more  time  than  pre- 
viously has  been  devoted  to  the  discussion  of  prices,  financial  and  operating 
problems. 

One  reason  for  the  failure  to  give  more  consideration  to  these  vital  sub- 
jects may  be  due  to  the  fact  that  the  earlier  cooperative  movements  in  the  United 
States  had  as  their  objective  the  substitution  of  cooperation  for  competition  and 
thereby  the  reformation  of  distribution.   This  was  held  as  the  "way  out  of  the 
evils  that  afflicted  both  producers  and  consumers".   Such  a  philosophy  overlooks 
that  cooperatives  are  subject  to  the  problems  of  competitive  business  enterprises. 
There  arc  those  who  still  labor  under  the  illusion  that  cooperation  replaces  com- 
petition or  that  there  is  something  peculiar  about  a  cooperative  which  causes  it 
to  be  exempt  from  all  the  problems  of  competitive  business  enterprises.  It  is 
their  view  that  cooperation  is  too  "loighly  colored  by  the  philosophy  of  competition 
It  is  ray  contention  that  cooperation  has  not  been  colored  sufficiently  by  an  accu- 
rate and  correct  philosophj''  of  competition.   Cooperation  is  not  a.   substitute  for 
competition  but  is  itself  con^jctition  in  a  different  form.   Cooperation  is  only 
another  method  of  doing  business,  and  if  cooperatives  cannot  do  the  job  as  v/cll  as 
competing  agencies,  they  will  not  live  for  long,  and  should  not. 

With  few  exceptions  there  has  boon  little  cooperation  between  cooperatives. 
It  is  easily  understood  why  we  have  not  had  more  cooporation  betiveon  cooperatives 
when  it  is  considered  that  American  business  has  been  built  upon  a  competitive, 
individualistic,  private  property  for  private  gain  basis  —  it  was  so  organized 
and  so  it  has  developed.   Cooperatives  are  confronted  with  the  problems  which  are 
common  to  any  business  enterprise  engaged  in  similar  operations,  and  are  peculiar- 
ly subject  to  certain  additional  problems.   Cooperative  effort  is  not  independent 
of  the  everyday  business  principles  that  underlie  success  in  any  under t£.Mng  or 
business. 
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Earmors  tend  to  overlook  the  fact  that  their  cooperative  is  a  "bu-siness 
institution  and  has  liniitations.   Sometimes  their  perso:ial  desire  aiid  need  -"or 
financial  aid  causes  them  to  unconsciously'  undorraino  the  financial  structure  of 
their  own  orgaiaization.  'Er.c   individual  moinL)er  irrast  "be  educated  to  looh  upon  his 
cooperative  as  his  own  business  c-ntcrpriso,  and  to  treat  it  accordin,f;ly. 

llar^  of  the  business  principles  w;;.ich  contx-ilDute  to  successful  cooperative 
effort  were  set  forth  yeai's  ago  "by  the  English  and  wore  sunii^iarized  "by  Acland  and 

Jones  in  "Worhingracn  Cooperatives":  "The  store charges  ordinary'-  market  prices; 

receives  cash  only,  and  gives  no  credit;  gives  dividend  in  proportion  to  pur- 
chases;   store  r^s  an  honest  manager  and  active  directors;  the  society  insists 

on  an  efficient  and  intelligent  audit  and  stock-tai:ing ;  judicious  purc'nasing 

and  regulation  of  stocks;  cash  purch^asus  and  cash  sales;  carefulljr  regulated  ex- 
penses;    ample  depreciation  of  property;  ample  reserve  funds;  good  book- 
keeping and  auditing;  giving  full  explanations  to  the  members'  meetings; 

".  It  was  also  stressed  that  the  cooperative  should  guard  against  "overbuild- 
ing" and  over- expansion.  [iTncsc  points  arc  just  as  applicable  to  the  success  of 
American  cooperatives  as  to  "English  cooperatives,  to  producers'  cooperatives  as 
to  consumers'  coopcre/tivcs,  and  arc  as  im  ortant  todaj^  as  ever  before. 

The  cause  of  r.iost  cooperative  failures  is  the  departure  from  such  sound 
business  principles- 
Today  there  is  more  than  ever  a  need  for  sou:ad  b\xsiness  policies  to  be 
followed.   In  order  that  soimd  business  policies  ma^'  be  followed  it  is  necessary 
for  members  to  be  currently  and  accurately  informed  as  to  the  problems  of  their 
cooperative,  othcrvTise  they  cannot  be  expected  to  act  wisely.  Inacciirate  accounts 
and  loose  accounting  procedure  confuse  and  mislead  both  management  and  members. 

In  addition  to  providing  credit  facilities  to  cooperatives,  the  Spring- 
field BarJc  for  Cooperatives  has  another  important  task  to  perform.   It  desires  to 
cooperate  with  cooperatives  in  their  business  problems.  As  a  part  of  its  work, 
the  Banlc  has  directed  its  efforts  and  services  to  helping  cooperative  associations 
v/ith  the  current  practicrLl  problems  confronting  them  in  order  that  such  organiza- 
tions may  operate  more  effectively. 

Of  the  cooperatives  borrovving  from  the  Springfield  Bari  for  Cooperatives, 
exclusive  of  insurance  companies,  53  p^r  cent  have  what  are  considered  adequate 
and  complete  financial  sto,tements,  25  per  cent  have  trial  balaiices  only,  11  per 
cent  have  incomplete  statements,  and  11  per  cent  have  meager  or  no  financial 
statements.  This   indicates  the  lack  of  complete  and  adequate  financial  informa- 
tion.  Inadco^uate  accounting  systems  liavc  contri'oated  largely  to  cooperative 
losses  and  failures.  A:i  audit  by  a  committee  of  members  is  usually  shirked;  the 
auditor  or  auditors  ususally  go  through  the  boolcs  in  a  perfunctory  way,  and  if 
later  it  developes  that  the  accounts  are  hot  correct,  the  auditors  o.re  probably 
as  much  surprised  as  the  other  members.   It  is  encouraging  to  note  that  the  value 
of  reliable  financial  statements  as  a  guide  to  mariagemcnt  is  becorairig  more  and 
more  generally  recognized  by  cooperatives. 

It  is  ray  firm  ODnviction  that  if  fanners'  cooperatives  have  adequate  ac-- 
counting  systems,  and  if  accurate  and  uJiderstEindable  financial  information  is 
available  upon  which  to  base  their  business  management  policies,  farmers  can 
operate  their  associations  in  a  much  more  satisfactory  manner. 
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The  fact  that  iDalance  sheets  aiid  opcratir-g  statements  reflect  progress 
or  lack  of  progress  in  the  past  and  are  only  indicators  as  to  the  future,  is 
no  reason  v/hy   such  financial  statements  should  not  "be  accurately  and  properly 
prepared;  on  the  contrary,  many  lessons  may  "be  learned  from  the  past  a:id  put 
into  practice  in  the  futiire. 

If  complete  financial  records  for  a  large  num^bcr  of  cooperatives  engaged 
in  similar  'bus:inesses  are  available,  it  is  possible  to  compute  certain  ratios 
which  serve  as  a  measure  of  efficiency  for  individual  cooperatives  and  as  a  stand- 
ard upon  which  to  base  financial  policies. 

The  standards  derived  from  balance  sheet  figures  pertain  to  the  financial 
condition  at  a  definite  time,  and  a  scries  of  balance  sheets  portray  the  effi- 
ciency of  operation  over  a  period  of  time.   The  sta^adards  derived  from  the  oper- 
ating statement  figures  report  the  average  results  obtained  from  the  business 
transactions  during  a  period  of  time  and  may  indicate  "by   their  proportions  not 
only  the  results  of  operations  but  also  to  some  degree  the  causes  of  efficiencies 
or  inefficiences.   The  ratio  of  sales  to  various  asset  items  measure  the  effi- 
ciency with  which  these  items  are  used  and  indicate  the  causes  of  unsatisfactory 
costs. 

It  is  possible  to  calculate  many  ratios  which  will  prove  effective  in 
detecting  and  combating  natural  enemies  of  business  which  are  constantly  at  work. 
In  order  to  moke  a  business  sound  and  profitable,  certain  inside  balances  and 
relationships  must  bo  carefully  observed.   The  consistczat  .:on-^ observance  of 
these  factors  sooner  or  later  results  in  serious  trouble. 

The  perils  of  credit  extension  have  been  recognized  but  many  times  have 
gone  unheeded.  Large  receivables  represent  a  serious  ailment  even  in  periods  of 
rising  prices,  virhile  in  periods  of  declining  prices  they  often  prove  fatal. 
Over-extension  of  credit  usually  is  3,cconipanicd  by  a  reduction  in  cash  and  in- 
ventories or  by  increases  in  liabilities.   It  may   mean  the  inability  to  malcc 
payments  to  members  promptly,  inability  to  tal:e  discuunts  on  purchases;  it  in- 
flicts a  frightful  tax  for  the  support  of  accountants,  lawyers  and  others,  and  to 
all  this  grief  must  bo  added  the  fact  that  some  accounts  must  eventually  be  writ- 
ten off  as  bad  debts.  Extension  of  credit  is  costly  and  individuals  who  obtain 
credit  should  pay  for  it,  while  those  who  pay  cash  should  not  be  required  to  pay 
for  credit.   Credit  not  only  results  in  a  loss  of  goods  sold  but  often  results 
in  a  loss  of  patrons.   Some  individuals  hold  that  receivables  can  be  too  large 
only  in  relation  to  ether  business  figures  —  that  it  is  the  relative  amount 
which  is  important;  but  there  comes  a  point  v;here  the  actual  as  v;cll  as  the  rela- 
tive amount  becomes  of  real  importance.   If  it  is  necessary  to  have  credit  it 
should  be  extended  by  a  credit  institution,  not  by  the  cooperative.   Tlie  coopera- 
tive's ansT/er  to  the  credit  problem  should  be  "Cash". 

One  reason  wh^^;-  many  cooperatives  suffer  bad  debt  losses,  find  themselves 
short  of  working  capital,  and  continue  to  permit  lax  credit  policies  is  undoubt- 
edly due  to  the  fact  that  their  financial  statcm.ents  include  as  "current  assets" 
all  accoxuits  and  notes  receivable  regardless  of  their  age  or  collectibility,  an 
age  analysis  of  accounts  receivable  is  seldom  if  ever  available,  insufficient 
allowance  is  made  to  cover  losses  from  bad  debts  —  in  short  the  balance  sheet 
grossly  misstates  the  value  of  such  assets. 
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Cooperatives  conmonly  malio  the  serious  mistake  of  over-investnent  in 
fixed  assets.   Tlie  ovcv-ir.vcstraont  usually  occurs  during  prosperous  periods  s:id 
moJi;r  times  the  ou.rden  of  maintenance  and  paying  for  such  investments  occurs  dur- 
ing less  prosperous  periods.  Buildings  and  equipment  raaj-  "be  assets  v;ith  which 
to  operate  a  ■business,  "out  they  do  not  paj'-  "bills.   !E:as  is  one  of  the  most  serious 
ailments  "because  it  is  so  difficult  to  remed;:/.  It  results  in  a  direct  loos  through 
maintenance,  and  an  indirect  loss  throu^i  impairment  to  \7orking  capita,l. 

Cooperatives  "nave  "been  repeatedly  warned  of  the  danger  of  expansion  pro- 
grams "both  of  fixed  assets- and  current  op<:^rations  and  especially  against  excess- 
ive investment  in  plants  and  facilities,  the  maintenance  of  v;hich  mokes  it  diffi- 
cult for  them  to  compete  with  other  "businesscrj  in  competition  v/ith  them.,  Yet  in 
spite  of  these  warnings  raai^ij.''  cooperatives  find  themselves  lahoring  under  the  "bur- 
den of  excessive  investment  in  fixed  ar,sets.  Much  of  this  is  the  result  of  little 
thought  and  figuring;  it  is  dou'btful  if  the  mininium  volume  capacity  needed  to  op- 
erate the  facilities  has  "been  determined,  much  less  the  turnover  required  to  re- 
sult in  sufficient  savings  or  profit  for  the  cooperative  to  successfully  compete 
with  other  agencies. 

The  old  idea  of  selling  goods  at  cost  or  returning  to  the  mem'oer  for  Ms 
products  everything  "but  the  minimum  required  to  meet  cash  expenses  is  erroneous 
in  that  it  falsely  assumes  that  the  association  will  alwa;\''s  come  out  even  in  its 
"business  operations.   It  deprives  the  cooperative  of  funds  with  which  to  operate 
and  to  increase  its  "business.  Most  organizations  which  have  attempted  to  operate 
on  this  plan  have  long  ceased  to  operate.  On  the  other  "land,  the  feeding  cf  a 
cooperative  on  its  own  profits  not  only  provides  the  cooperative  capital  with 
which  to  operate  efficiently,  "but  affords  a  cafe  and  profitahlc  investment  for 
mem"bers '  savings.   Some  cooperatives  are  d-^ing  this  very  thing. 

There  is  a  tendency  for  marketing  cooperatives  to  overpay  their  producers. 
This  is  one  way  to  increase  the  volume  of  "bu-sincss  temporarily;  "but  any  over- 
pajTnont  on  a  large  volume  soon  plays  ha'"oc  with  the  organization.   Ciile  over- 
pa;^'ment5  result  in  larger  returns  to  mem"bers,  the  cooperative  suffers  a  corres- 
ponding loss.  The  making  of  larger  advances  than  the  economic  market  conditions 
justify,  or  a:i  advance  to  memhers  upon  a  conroctitivo  price  "basis,  the  maldrjg  of 
final  settlement  v/ith  members  prior  to  the  complete  sale  of  all  the  products,  or 
upon  what  Gie  cooperative  hopes  to  "bo  a"ble  to  pay,  rather  than  upon  the  "basis  of 
v/hat  is  av£dla"ble  to  pa;,-  are  poor  policies  for  an;>"  cooperative  to  follow.   Such 
policies  frequently  result  in  heavy  financial  losses  which  are  a  discredit  to 
cooperation. 

From  the  stccidpoint  of  a  memher,  it  should  not  "be  a  question  of  r;hat  he 
receives  for  his  products  or  pays  for  "lis  supplies  during  a  particular  year  "but 
V7hat  over  a  long  period  of  time  he  vdll  receive  for  his  products  or  pay  for  his 
supplies  if  his  cooperative  does  not  continiic  to  exist.  Members  of  a  cooperative 
sometimes  fail  to  realize  that  they  are  owners  of  a  "business  and  that  what  they 
receive  for  their  products  a"bove  what  their  cooperative  can  afford  to  return,  or 
what  they  purchase  their  supplies  for,  "below  v;hat  their  cooperative  can  afford  to 
sell,  must  necessarily  he  taizon  from  them  in  t'nat  their  equity  in  their  "business 
is  reduced. 
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Advances  to  grov/crs  must  oX   all  tines  "bo  cor.sorvativc.   Sudden  and  drastic 
decline  in  the  price  level  is  a  harsh  teacher  of  this  cooperative  principle. 
Daring  years  when  prices  a>re  lov/  and  -unsettled,  raera'bers  feel  and  expect  that  they 
should  have  a.  relatively  lpr£,e  -dvance  —  but  the  cooperative  rnast  be  conserva- 
tive.  During  years  when  the  members  have  a  sraall  crop,  they  gid^ain  feel  they 
should  h3,ve  a  relatively  lar^e  advance  —  but  the  cooperative  must  again  be  con- 
servative. Whenever  a  cooperative  finds  it  necessary  to  mslce  relatively  large 
advances  or  to  malre  advances  equal  to  the  bids  of  private  agencies,  it  should  be- 
gin preparations  to  wind  up  its  business. 

Many  cooperatives  becaiise  of  excessive  advances  suffer  heavy  lossss;  im- 
pair their  capita.1  sti-acture  to  ti.e  extent  that  years  are  required  and  injusticps 
are  niTnerous  in  order  to  recoup;  stru^:gle  at  the  mercy  of  fneir  competitors  and 
creditors;  perhaps  find  it  necessary  to  reorganize;  a.nd  if  they  survive  continu.; 
to  be  subject  to  the  hazards  of  over-advances,  and  all  diie  in  a  large  meas\u-e  to 
the  fact  that  their  financial  statements  do  not  provide  true  and  o.ccurate  infor- 
mation. 

Few  cooperatives  act-u^lly  prepare  a  budget  in  spite  of  its  v.lue  in  fi- 
nancing capital  requirements  and  increasing  operating  efficiency.  Fnile  a  budget 
is  subject  to  difficulties  .and  limitations,  it  is  nevertheless  an  important  aid 
to  increasing  efficiency,  and  should  be  used  in  conjunction  -.vith  a  comparison  of 
individual  operations  v;ith  the  average  for  similar  businesses < 

The  budgeting  of  working  capital  requirements  involves  ca  detailed  ana.lysis 
not  only  of  anticipated  vol^ume  of  business  but  of  all  income  and  all  expenses. 
Every  phase  of  operations  must  be  carefully  considered  including  funds  required 
to  m.-^lce  pr^^inents  to  iTiembers  on  account  at  time  of  delivery  of  products;  the  time 
required  to  sell  the  product  under  normal  selling  operations  or  the  normal  rate 
of  turnover  of  the  supply  handled;  and  the  possibility  of  price  variations.  As 
a  basis  for  the  preparation  of  such  n  budget  the  actual  results  of  previous  ye?.rs' 
operations  should  be  studied,  and  at  the  close  of  each  operation  or  period,  com- 
parisons of  the  actual  with  the  estimated  figares  should  be  made,   In  addition 
to  budgeting  working  capit-^l  requirements,  provision  must  be  made  for  the  princi- 
pal pa^onents  on  fixed  assets. 

One  of  the  reasons  why  many  cooperatives  suffer  operating  losses;  find 
them.selves  in  the  embrrrp,ssing  position  of  having  failed  to  'orovide  adequately 
for  capital  requirements;  find  it  as  difficult  to  reduce  e:qpenses  as  governments; 
and  continue  to  opei'ato  without  tiie  guidance  of  a  budget  and  compa,rison  of  their 
operations  with  the  "-vex"age  for  other  similar  cooperatives  or  agencies,  is  un- 
doubtedly due  to  the  fact  that  their  financial  statements  do  not  provide  in 
sufficient  detail  the  i:;af ormr.tion  needed*   Items  which  should  be  considered  as 
expense  such  as  allowance  for  bad  debts,  depreciation,  --^aid  interest  are  omitted; 
accznied  and  contingent  items  have  been  improperly  handled  —  in  snort  the  opera- 
ting statem.ent  grossly  misstates  the  results  of  operation. 

The  cooper.ative  defeats  its  own  purpose  when  it  refuses  to  recognize  the 
true  value  of  the  business  as  represented  by  balance  sheet  items.  Mp.ny  values 
which  appear  on  a  balance  sheet  arc  guesses,  but  this  i-s  no  reason  for  not  attempt- 
ing to  eliminate  wild  guesses.  As  association  cp.n  ep.sily  deceive  itself  asto  its 
financial  position  by  failure  to  allow  for  bnd  debt  losses,  wear  and  tear  of  fixed 
assets,  accnied  and  contingent  expenses,  rjad  capital  surplus  and  reserves. 


-t*- 


^ff 


It  is  important  thn.t  ciccrued  expenses  be  handled  propcrlj'  and  contingent 
liabilities  and  losses  be  estimated  liberally  in  order  that  growers'  returns 
for  a  given  crop  ye.ar  are  subject  to  the  proper  deductions.   In  aJl  cases  where 
estimates  are  necessary  prior  to  malcing  final  distribution  to  members  for  their 
product  there  is  need  for  ultra.-consorvatism 

Coopcra-tivcs  such  a,s  "cold  storage"  associations  which  estimate  a  fixed 
chai-ge  for  their  services  require  extreme  ca,re  and  o.ccuracy  in  arriving  at  such 
estimates  —  much  more  than  in  the  case  of  cooperatives  operating  on  a  pooling 
ba.sis  and  making  deductions  from  returns  to  cover  opera.ting  expenses.   Again, 
conservatism  is  advisable. 

Payments  of  unearned  dividends,  or  pa.yments  of  net  worth  a.ccounts  (in- 
volving the  purchase.-of  outstanding  capital  stock)  not  only  deprives  the  coopera.- 
tivc  of  working  capital  but  also  reduces  net  worth.  The  depression  thoroughly 
demonstrated  the  va.lue  of  sound  financing  of  cooperatives,  and  the  desira.bility 
of  adequate  reserves  to  offset  unforeseen  hazards  and  fluctua.ting  price  levels. 

Much  a.ttention  hr.s  been  directed  to  the  a„dequate  provision  of  credit  fa- 
cilities for  coopora^tives  and  perhaps  too  little  to  the  actiial  need  for  and  uses 
to  be  made  of  the  credit  by  the  cooperatives.  Fnilc  it  is  important  that  ^ 
cooperative  ha.ve  a  total  capital  investment  adequate  for  the  normal  needs  of  its 
business,  of  equal  import.ance  are  the  proportions  in  which  the  total  is  invested 
in  va.rious  assets.  An  unusua.lly  large  percentage  of  the  capital  invested  in  any 
one  type  of  assets,  mr.y  mea.n  tha.t  provision  for  other  phases  of  the  business 
necessary  to  efficient  operation  has  not  been  made.   Ina.dequnte  proportions  a- 
mong  the  v-arious  assets  ha.ve  an  effect  similar  to  that  of  insufficient  total 
investment. 

Many  organiza.tions  ha.ve  ina.dequate  cr.pital  vdth  v/hich  to  handle  potential 
business.   I  have  used  the  word  "ina.dequate"  instead  of  the  common  term  "insuf- 
ficient capital".   It  is  possible  for  an  organization  to  ha.ve  insufficient  per- 
manent or  long-term  capital  and  a,t  the  sajne  time  to  have  sufficient  total  capi- 
tal.  The  rea.1  problem  of  ina.dequa.te  capital  is  ma.ny  times  a,  pi'oblem  of  sources 
of  capita.l.   Fncreas  the  pjnount  a,nd  distribution  of  the  investment  provides  some 
indication  as  to  the  adequacy  of  the  capital,  the  proportions  in  which  ca.pital 
is  obtained  from  various  sources  gives  some  indication  as  to  the  long-term  sou:ad- 
ness  of  financing.   A  satisfactory  relation  as  between  rjiy  one  source  of  capital 
a,nd  total  investment  does  not  aJways  mea.n  the  cooperative  is  soundly  financed. 
The  form  of  security  for  the  liabilities  is  important, 

Coopcra.tives  cannot  borrow  more  recklessly  than  private  business  enter- 
prises <  The  object  of  a.  cooperative  or  any  corporation  in  box-rowing  should  be 
to  help  itself  opera.te  more  efficiently  rather  than  to  m^ke  it  possible  for  the 
orgrjiization  to  over-extond  cro6.it,  over-invest  in  fixed  assets  which  ca.n  never 
be  ma.de  to  pa.y,  over-pa.y  its  producers  or  otherwise  place  its  fina.ncial  condition 
in  a  precajrious  position.   Chances  of  gain  from  use  of  borrowed  funds  must  over- 
weigh  the  chances  of  misuse  and  loss.   Obviously  loaais  negotiated  to  finance  un- 
wise purchases,  over-extension  of  credit,  over-advances  to  producers,  or  unwise 
a.dditions  to  fixed  assets  a.re  unsound  loans  even  though  there  is  a.  wide  loan  mar- 
gin. 
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The  fact  that  an  association  has  accianralated  considerable  fixed  assets 
which,  for  example,  may  appraise  on  a  cost  of  reproduction  less  depreciation 
hasis  at  $100,000  is  no  reason  to  assxijne  that  without  further  analysis  a  loan 
of  $15,000  to  $20,000  for  additional  fixed  assets  can  safely  "be  made.   The  con- 
clusion regarding  the  sovindness  of  such  a  loan  may  be  entirely  changed  when  the 
question  of  whether  sxijfficient  volume  v/ill  flow  through  the  plant  to  pay  opera- 
ting expenses  and  repay  a  loan  of  $15,000  to  $20,000  is  answered.   The  Springfield 
Banlc  for  Cooperatives  looks  uoon  earning  power  as  the  sound  basis  for  loans. 

In  order  for  any  loa.n  to  be  sound  and  safe  the  association  must  have 
sufficient  volume  with  a  margin  large  enough  to  pay  all  operating  costs,  repay 
loan  or  loans,  keep  its  financial  structure  int-ct  or  improve  it,  and  return  to 
members  for  their  products  as  nmch  or  more  than  competitors,  and/or  charge  mem- 
bers for  their  supplies  .as  low  a  price  or  lower  th-.n  competitors.   Dedixctions 
for  cr.pital  purposes  are  as  rroich  a  part  of  the  returns  or  savings  to  members  as 
a.re  cash  payments  or  savings  and  should  be  so  treated.   The  member  is  acquiring 
equity  in  a  business  enterprise. 

Concerning  the  soxirces  of  capital  to  enable  the  cooperrtive  to  opero.te 
more  effectively,  there  is  one  school  which  holds  that  the  commodity  should  be 
the  source  of  capital  for  cooperatives.  This  viewpoint  was  admirably  expressed 
by  llr.  St^Jiley  Reed  in  his  address  delivered  before  the  American  Institute  of 
Coopei'ation  in  1931'   I^  I''i''  Reed's  wordsS 

"...  the  capital  of  a  cooperative  ...  will  not  be  found  in  its 
stock  or  its  membership  licability,  but  in  the  commodity  which  is 
delivered  to  the  cooper;-tive.   This  commodity  becomes  the  capital 
of  the  cooperative  and  is  responsible  for  its  debts  and  other  liabil- 
ities.  It  is  rather  immaterial  whether  a  cooperative  is  created  upon 
the  cp.pital  stock,  or  membership  theory  because  subscribed  capital 
vdll  never  be  adequate  to  its  needs.   The  commodity,  however,  can 
provide  adequate  capital  to  meet  all  the  financial  requirements  of 
any  cooperative.   If  that  is  treated  as  the  basis  of  credit,  the 
cooperative  is  the  soundest  of  entei-prises  because  it  has  acquired 
this  capital  without  any  obligation  to  mplce  ret\irn  to  those  v/ho  have 
furnished  the  commodity  except  the  net  amount  that  m^y  "be  received 
from  its  sale,  after  the  deductixin  of  operating  costs,  reserves  for 
credit  and  emergencies  and  retains  for  the  acquirement  of  facilities 
where  needed," 

True  it  is  that  this  is  a  fundrmental  difference  between  coopex-ative  .and 
non-cooperative  business  and  that  this  is  the  basis  of  the  economic  sovindness 
of  cooperation  —  btit  to  look  to  the  commodity  handled  as  the  basis  of  capital 
for  the  purchase  of  most  if  iiot  all  of  the  facilities  as  well  as  for  the  necessary 
working  capital  is  somewhat  optimistic.   Conservatism  is  at  all  times  needed  in 
the  application  of  this  theory.   The  soundness  of  the  theoiy  is  best  revealed  by 
ansviering  this  question:   Have  you  ever  succeeded  in  meeting  o.ll  the  financial 
requirements  of  any  coopercative  "by   using  the  commodity  as  the  sole  basis  for 
credit?  The  p.nswer  ma,y  not  be  so  favorable  in  those  cases  where  the  cooperative 
is  engaged  in  a  business  which  requires  relatively  large  capital  investment  in 
fixed  assets  and  lai'ge  amounts  of  working  capital,  and  especially  so  if  the  co- 
operative is  recently  organized  and  in  its  first  years  of  operation. 


M- 


^^^ 


The  members  should  furnish  considerp.ble  portion  of  the  funds  needed  to 
provide  facilities  and  equipment  and  operating  cnpital.  Ket  v/orth  or  members' 
e^juity  of  5^  per  cent  of  the  totp.l  capital  exclusive  of  the  comr^.odity  is  usually 
considered  a  minimum.  From  the  standpoint  of  a  loaning  agency,  years  of  success- 
ful operations  partially  substitutes  for  members'  equity.   If  the  members  own  a 
substantial  portion  of  the  facilities  and  equipment,  then  the  commodity  may  be 
the  basis  for  rep„sonable  working  capital  or  commodity  loans;  provided  that  the 
margin  between  advances  to  growers  and  probable  selling  price  is  ample  to  cover 
all  operating  costs  and  allow  a  margin  of  safety  against  price  declines  and  other 
avishaps. 

No  cooperative  can  be  expected  to  operate  efficiently  if  it  is  weakly  and 
unsoundly  financed.  Members''  contributions  or  investment  (net  worth)  is  absolutely 
essential  for  the  continued  success  of  a  cooperative.  A  cooperative  can  build  up 
its  net  worth  only  by  contributions  from  members  or  from  earnings.  The  amount  of 
funds  invested  in  the  cooperatives  by  members,  and  the  method  by  which  such  funds 
are  obt^.ined  should  depend  upon  the  nature  of  the  brxsiness.   Crediting  of  members' 
accounts  with  retains  from  sales  proceeds  or  ep^rnings  from  the  business  are  common 
methods  used.   The  size  of  such  deductions  or  retains  may  necessarily  be  limited 
by  competition  and  if  the  margin  is  small,  large  retains  may  reduce  volume  of 
business,  thus  the  task  of  building  a  sound  financial  structure  becomes  more  diffi- 
cult. 

The  Springfield  Bank  for  Cooperatives  is  interested  in  all  the  problems  of 
cooperatives  just  as  any  loaning  agency  would  be  concerned  with  the  problems  of 
its  borrowers;  in  fact  it  has  mach  more  concern  because  it  feels  that  it  has  a 
duty  not  only  to  be  of  financial  assistance,  but  to  be  of  viiatever  service  is 
possible  to  assist  cooperatives  to  operate  more  efficiently.   It  is  essential  that 
there  be  cooperation  between  the  cooperatives  and  their  bank  in  order  that  the 
greatest  progress  can  be  made  in  working  out  of  the  cooperatives'  problems. 

In  an  effort  to  be  of  greatest  service  to  its  borrowers,  the  Springfield 
Bank  for  Cooperatives  has  made  during  the  past  year  many  complete  and  detailed 
field  investigations  of  the  financial  condition  of  borrowers  and  prospective 
borrowers.   These  investigations  involved  financial  analysis  and  recommendations 
for  improvement  of  accounting  procedure  and  preparation  of  financial  statements 
and  required  full  time  of  one  man.   In  addition,  the  Bank  analyzed  the  financial 
statements  submitted  each  month  by  its  borrowers  in  order  to  determine  the  progress 
being  made  by  the  cooperatives  and  has  offered  constructive  suggestions  as  re- 
gards business  managonent  problems  and  accounting  procedure. 

Recognizing  the  soundness  of  cooperative  principles,  cooperatives  must 
demonstrate  their  efficiency  as  agencies  for  trnnsacting  business.   Cooperatives 
must  recognize  that  they  arc  engaged  in  a  business  and  that  that  business  is  be- 
ing conducted  in  a  highly  competitive  economic  system.  Unless  this  fact  is  recog- 
nized, and  unless  cooperatives  operate  upon  the  same  'sound  business'  principles 
as  their  competitors,  they  cannot  hope  to  survive.  Fundamental  to  operation  on  a 
sound  business  basis  is  the  use  of  adeauate  financial  information  and  the  wise 
use  of  credit.  The  financial  information  is  your  road  map  and  instrument  board, 
while  you  tour  the  economic  world;  it  shows  the  road  traversed;  it  tells  you 
where  you  are;  it  indicates  Ti*iich  way  you  are  going,  and  something  of  the  ODnditionsr. 
under  which  your  vehicle  is  operating.   Credit  is  the  gpsoline  which  will  m^ke 
your  car  go,  or  burn  it  up. 
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DISCUSSIOIT 


Mr.  White.  "We  have  some  wool  in  Maine  and  will  pool  anywhere  from  6o,000  to 
SO, 000  pounds  a  year;  last  year  a"bove  6o,000.   The  sheep  industry  in  Maine  un- 
fortunately has  "been  on  the  decline  for  several  years.  Our  sheep  and  Wool  Growers' 
Association, (if  the  indications  of  the  market  prove  anything),  hopes  to  "be  ahle 
to  pay,  perhaps  3^^  ^   pound  for  their  wool.  As  a  matter  of  fact,  some  of  the  mem- 
liers  of  the  Association  have  already  sold  their  v/ool  for  cash  for  25':?.  Tlie  prob- 
lem that  I  want  to  "bring  up  in  this  discussion  period  is:  'What's  the  reason  that 
we  can't  get  across  to  that  average  producer  that  if  he  would  pool  his  wool  cooper- 
atively just  as  that  little  Association  plans  to  do,  he  stands  to  make  on  an  aver- 
age of  UO  to  505^  on  his  money.  '   What  is  the  weaimcss  of  our  qd operatives  that  we 
can't  teach  good  "business  principles?" 

Mr.  Heynolds:  "In  organizing  our  cooperatives  we  have  a  tendency  to  feature  the 
easy  or  spectacular  thing  -  price  -  then  comes  the  "boomerang.   In  "bringing  up  yc"jr 
assets,  your  directing  management  mast  hold  out  the  lia'bilitics  in  the  interest  of 
the  mem"ber.   You  have  only  sold  him  on  the  item  of  price;  you  have  laid  him  wide 
open  to  the  sales  of  your  competitors.  When  you  get  a  wide  spread  as  the  differ- 
ence between  3^^  and  actual  25<^,  there  is  a  problem,  very  likely,  of  farm  manage- 
ment.  It  looks  as  though  individuals  who  are  selling  that  v;ool  either  find  their 
wool  project  such  a  part  of  their  operation  that  they  won't  take  the  trouble  to 
finance  the  enterprise,  or  else  it  is  not  sufficiently  financed.  One  man  has  said, 
'Don't  you  know  that  the  cooperative  movement  is  always  composed  of  th^e  have  nots?' 
Does  that  fellow  know  that  no  chain  is  ever  stronger  than  its  weakest  linlc?   If 
you  get  a  bunch  of  broken-dov/n  farmers,  you  can't  get  any  steam  in  their  coopera- 
tive.  You  would  halp  the  Farm  Credit  Administration  in  attempting  to  get  farmers 
to  consider  the  crecit  problem  as  something  apart  from  other  things.   I  think  that 
your  question  points  out  some  things  that  the  cooperative  must  guard  against  and 
foster." 

Mr.  Bond;  "In  Nov/  Yprk  State  wliich  I  come  from,  we  had!  a  little  experience  with 
the  handling  of  wool*   The  Association  handles  over  2,000,000  pouiads  in  I92O;  in 
1921  the  volume  dropped,  and  again  in  1922.   The  decline  in  prices  showed  that  the 
cooperatives  had  advanced  more  than  t?ie  market  justified.   Farmers  pooled  their 
wool  the  second  year  only  to  find  they  had  to  tai:e  something  out  of  the  pool  to 
reimburse  the  cooperative.   Some  men  still  wonder  if  they  vail  have  to  lose  some- 
thing out  of  that  ',70 ol." 

Mr.  Ronk;  "Jt  seems  to  me  that  in  such  a  v/ide  margin  as  you  have  indicated,  there 
might  be  a  question  of  quality  mixed  in  along  with  the  margin." 

Mr.  Rot z el:  "This  discussion  brings  up  the  tv;o  phases  of  cooperation.  Cooperatives 
are  no  good  unless  they  have  the  ideals,  as  Mr.  Bcvan  escpressed  to  us  last  ni.-^ht. 
Ideals  are  of  no  value  unless  they  have  business  principles.   We  have  got  to  have 
both  of  those  things.   I  have  actually  knovm  cooperatives  to  live  for  years  without 
going  on  "business  principles  because  they  had  so  much  of  the  real  spirit  of  cooper- 
ation. Every  time  people  got  into  a  jam,  the  cooperative  spirit  T,7as  so  strong 
that  those  people  got  together  and  got  out  of  the  jam.   That  is  an  indication  of 
the  eternal  necessity  of  developing  the  ideal  of  cooperation  and  the  education  of 
people  in  the  spirit  of  cooperation,  and  as  soon  as  ycu  have  that,  you  can  rectify 
the  other  things.   It  s c ems, ycu  have tohave  both  of  those  things  going  along  togethci 
The  greatest  is  that  ideal  tha^  gets  imbued  in  the  spirit  of  the  people,  oiid  if  v;o 
can  get  that,  v/e  can  overcome  the  multitude  of  diffictilties  bound  to  come  out  in 
cooperatives  as  they  do  in  private  business," 
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Ivir.  TC'.ito;  "I  cri-Jt  help  t"i:ir,I':ing  of  a  little  Tallinn  wc  have  that  'rjs.z   prospered 
and  followed  out  Mr,  3o:l;'s  suggestion  of  a::  adequate  reserve.   At  the  last  two 
animal  meetings  therj  has  Tseen  a  real  figlit  on  as  to  v/hcthcr  or  not  that  reserve 
sh-iuld.  be  distributed  co  the  members  in  the  form  of  a  patronage  dividend riglzt  doxvn 
to  their  actual  net  v/orth," 

I.jr .  Curran,  Qjucstion:  "Do  you  consider  it  v/iso  to  have  reports  for  cooperatives? 

Mr.  Honlc,  Ans'.7er:  "In  some  States  a  report  is  required.   It  brings  ~v.t  an  increas- 
ing effectiveness  from  an  operating  point  of  vie^7.   Some  states  don't  reomro  as 
elaborate  s^'stcms  of  boolitceping  and  as  detailed  financial  statements  as  others. 
I  t?cirLh  T,'c  are  laching  in  having  adequate  financial  information." 

Mr.  Brovrn,  ftaestion;  "Sla' •orate  ^  little  more  on  this  matte:'  of-  selling  for  casix. 
I  ui'-derstood  you  to  zvj   tnat  cooperatives  sh'^uld  sell  for  cntjh  r-  ther  t:,'-an  exto:.i 
credit.   In  some  business  organizations,  ten  days'  credit  is  onside'rod  the  norm;,! 
practice.   ITould  7oi\  consider  that  as  a  cash  sale? 

Mr.  Roiik,  Answer;  "I  v/ould  call  tn.at  a  m '.dificd.  cas/:.  sale  nn.d  if  th>.y  lived  r.'ith:n 
that  ten  ts^  period,  I  d.-.n't  see  why  the  cooperative  can't  "  elp  it  by  calling  it  a 
cash  sale." 


A  Business  Analysis  of  Northeastern  Poultry  Marhcting  Co-operatives 

By  E.J.  Lav/less,  Jr.  .  Pennsylvania  State  Department  of  Agriculture, 
Karri sburg,  Pa. 

The  paper  I  ".ave  to  present  is  mt  exactly  a  brasincss  analysis  of  the  egg 
organizations  in  the  i'ortheast ,  but  is  a  statistical  report  covering  their  opera- 
tions. At  best  statistics  arc  usually  very  dry  and  t?-creforc  difficult  to  present 
unless  accompanied  by  chci.rts  to  which  the  audience  may  refer.   It  h^s  been  impos- 
sible to  prepare  charts  t}:.ercforc  I  sincerely  trust  that  mdmcographcd  tables  to 
which  each  racmbor  of  the  audience  is  entitled  will  serve  for  later  rcfer._;n-ce» 

I  do  not  plan  to  devote  this  paper  to  the  entire  time  allotted  but  prefer 
to  complete  m;,'-  presentation  and  then  allow  a  fcv/  moments  for  discussion  or  question- 
ing.  It  is  \sj  wish  that  each  of  you  feel  privileged  to  interrupt  mj''  paper  at  any 
time  should  questions  arise  concerning  any  statements  that  arc  made. 

Although  the  Northeastern  torritor;^  is  not  generall;-  thouglit  of  as  an 
unimportant  poultry  producing  section  of  the  United  Sto.tes,  in  many  circles  little 
credit  is  given  to  this  section  for  the  development  of  the  ind.ustry.  An  examina- 
tion of  the  1933  cen.sus  figures  indicates  that  the  Nortn.east  sold  nearly  tv;cnty 
per  cent  of  all  eggs  sold  in  the  United  States  and  nearly  nineteen  per  cent  of  all 
chickens  sold  from  farms  in  the  United  States.   In  both  cases  the  totals  amcoiit  -to 
about  one  fifth  of  the  se.lcs  of  the  entire  ind-ustrj-.   In  actual  figures  the  sales 
of  eggs  amoujited  to  3S6,075,000  dozens  and  3S7,7SU,000  chichens. 

From  1920  to  1930  there vcs  a  decrease  of  abou.t  eight  per  cent  in  number  of 
farms  in  the  United  States  w};.ilo  the  decrease  in  the  Hrjrthcastcrn  territoi^''  ranged 
from  eight  to  thirty-six  per  cent.  At  the  same  tim.e  the  poultry  industrj*  indicated 
definite  expansion  with  a  five  per  cent  incruas-..  in  the  United  States  and  from 
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three  and  one  half  to  aixty- three  and  one  half  per  cent  in  the  northeast.  In  ten 
years  the  ntmber  of  chickens  on  farms  increased  eleven  per  cent  in  this  territoiy 
while  the  increase  was  less  than  half  that  amount  in  the  United  States.   One  state 
in  the  northeast,  namely  Pennsylvania,  is  exceeded  only  "by  five  other  states  on 
the  mirnher  of  chickens  on  farms  January/  1,  1935- 

Although  the  January  1,  1935  statistics  of  total  n-omher  of  chickens  in  the 
Northeast  was  less  than  193^  and  1933.  the  number  exceeds  1932  and  from  all  indi- 
cations 1936  will  exceed  any  of  the  previous  years.   Instead  of  supplying  twenty- 
eight  per  cent  of  the  eg^jsand  seven  and  one  half  per  cent  of  the  poultry  on  the 
New  York,  Philadelphia,  and  Boston  markets  in  193^.  the  producers  in  1935  and  133^ 
will,  no  doubt,  through  the  development  of  their  own  markets  and  more  rigid  qua'.-.ty 
programs,  exceed  any  previous  supplies  to  their  own  -..larkets. 

It  has  been  said  that"Necessity  is  the  L^othcr  of  Invention".  Producing 
areas  far  distant  from  the  consuming  centers  developed  their  quality  marketing 
systems  because  of  necessity.  Producers  adjacent  to  the  good  markets  located  i',. 
these  same  consuming  centers  felt  that  the  markets  were  theirs  and  for  that  rca-jor. 
development  was  not  necessary  until  the  markets  began  to  slip  away  from  thorn. 
From  the  time  it  was  discovered  that  producer  interests  in  their  markets  must  "oo 
protected  the  Northeastern  territory  has  wasted  no  time  in  ma!;ing  real  progre^^. 
As  a  matter  of  fact,  organized  effort  to  work  out  a  quality  program  and  a  market LPg 
system  has  grown  tremendously  since  1931- 

The  organizations  that  are  referred  to  in  this  paper  are  varying  in  type, 
depending  on  the  locality  they  servo.   Of  the  nearly  thirty  organizations  covered 
by  the  statistical  information  I  h^ve  been  privileged  to  collect,  the  Cooperative 
Auction  Market  is  the  most  popular.   This  t-fpc   of  organized  effort  has  been  rela- 
tively new  since  1930.   They  arc  properly  incorporiited  as  Cooperative  organizations 
and  are  generally  located  near  the  source  of  production  rather  than  in  metropolitan 
districts.  They  have  been  incorporated  by  a  group  of  f ar-sif±ited,  energetic,  poul- 
tryraen  interested  in  the  welfare  of  their  industry  in  the  locality  in  which  they 
live.   Auction  rooms  are  located  and  producer  membership  is  solicited.  Eggs  are 
received  by  the  Auction  fx-om  its  membership,  are  properly  checked  by  licensed 
graders  and  are  placed  on  sale  tv;ice  each  week  at  regular  auction.  For  example, 
the  highest  bidder  receives  the  eggs.   The  grades  used  arc  either  State  or  Federal 
and  naturally  the  buyer  loiows  at  all  times  the  quality  to  be  expected  from  the 
various  designated  classifications.   I  do  not  hesitate  in  saying  that  these  auction 
markets  have  been  very  successful.   As  a  matter  of  fact,  it  'rja.3   been  possible  to 
command  a  price  miich  will  average  approximately  three  cents  above  the  price  re- 
ceived from  the  larger  metropolitan  markets  for  equivalent  gradq*.   In  addition  to 
the  price  differential  there  is  a  definite  difference  in  marketing  costs.   The 
case  cost  is  usually  the  same  while  the  handling  cost  is  as  low  as  thirty  cents 
per  case  to  as  high  as  sixty  cents  per  case  and  the  market  cost  vari>.;s  from  twenty- 
five  to  forty-five  cents  transportation  cost  in  addition  to  commission,  or  selling 
costs,  which  will  range  from  thirty-six  cents  on  a  tT/enty-four  cent  market  to  as 
high  as  seventy-two  cents,  or  higher,  depending  on  the  methods  employed  oy   the 
receiver.   You  may  readily  see,  then,  that  the  cost  through  regular  marketing  chan- 
nels varies  from  sixtj'-one  cents  to  one  dollar  aiid  seventeen  cents  while  the  cost 
at  auction  markets  varies  from  thirty  cents  to  sixty  cents  or  a  difference  of 
thirty-one  cents  to  fifty-seven  cents  per  case.   This,  trajisposed  to  cents  per 
dozen,  amounts  to  from  one  to  nearly  two  cents  which  is  an  additional  return  over 
the  difference  in  price  returned.   The  handling  cost  and  price  differential  appli  . 
only  to  the  Pennsylvania  and  New  Jersey  auctions  as  ray  information  on  prices  is  cor 
fined  to  the  two  State  groups.   The  most  outstanding  examples  of  the  auction  groups 
as  relates  to  volume,  returns,  services,  etc.,  arc  the  Flemington  Auction  Market 
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Cooperative  Association,  New  Jersey,  Viuoland  arJ.  S.  Jersey  Cooperative  Egg 
Auction  and  Poultry  Association,  New  Jersey,  3uc:r.a  Coirity  Producers  Cooperative 
Association,  P<.,nnoylvm"da,  and  Brockton  Cooporatii'o  Egg  Auction  Association  of 
this  Coin!iion\7ealth. 

Included  in  the  organized  effort  to  "benefit  poultry  producers  are  the  Co- 
operatives that  are  not  Auction  Ivlarhets.   T:\csc  Cooperatives  --.■.avo  T3.:en  set  up 
primarily  or  incidentally  to  serve  the  poultr;;Tr.cn  in  the  sections  surrounding 
their  location.   Cicy  serve  as  central  collecting  stations  v^ccrc  eggs  arc  received, 
classified  as  to  size  or  grade  or  "both,  and  marheted  in  netropolitan  districts 
through  distriDutors  with  whom  previous  arrangcmenta  "xivo  "been  made  to  sell  the 
eggs,   dese  Cooperatives  are  located  in  sections  of  production  or  in  consuming 
sections.   It  is  oossi'olc  througli  their  ef-'orts  to  create  volume  and  grade  care- 
fully to  serve  the  producer  to  advantage.   Tno  Cooperatives  permit  efficient  collect 
ivc  "bargaining  that  is  not  possi"blc  for  individual  producers,   T"ne  advantages  in 
returns  more  th-an  compensates  the  Cooperative  costs. 

The  third,  group  t'...at  is  included  in  equality  prograiTis  of  the  Fortheast  is 
the  Quality  Clu'D.   This  is  an  organized  effort  to  irnprove  mar.'eting  co:iditions 
v/ithout  the  use  of  central  collecting  and  grading  or  sales  stations,   Tj^o  moin"bcr- 
ship  agrees  to  provide  eggs  of  a  specified  Jiiality  to  Tdo  sold  under  a  specific 
la'Del  through  dealers  t'".at  ':ave  agreed  to  sell  the  entire  output  of  the  organiza- 
tion at  prices  the  av^.rage  individual  is  not  privileged  to  "bargain  for.   'The  most 
specific  examples  of  stich  organized  effort  ru-o  the  CJuiality  Clu"b  of  Vineland,  I'ew 
Jersey,  and  the  Bradford  Covjity  Egg  Producers,  Pennsylvania,   The  Q,uality  Clu"bs , 
as  thc3'  arc  usually  called,  are  maintained  oy  ncm'bcrship  fees  r.nd  sales  of  case 
end  labels.   It  "'^is  "b.en  possTole  for  the  producer  to  "benefit  in  net  returns. "by 
from  one  to  three  cents  per  dozen  a-Qove  that  \7hiGh  might  "be  expected  through  in- 
dividual effort. 

Briefly,  then,  there  are  three  tj'pcs  of  orga::izations.  Namely,  the  Auction 
Cooperative,  the  Cooperative  which  renders  oth.er  services  in  addition  to  eggs  and 
sell  on  an  agreed  price,  not  auction,  and  the  Quality  Clu"b.  All  are  performing  a 
service  of  their  ov/n  depending  upon  the  territory  in  wh.ich  they  a,rc  located. 

Many  sections  of  the  couiitry,  including  the  Uorthcast,  have  ;narhctcd  co- 
operatively for  mar^-  years.  Tl"-e  greatest  development  in  the  Northeast  ""ixs  come 
since  1931  •   Trie  Pacific  Egg  Producers  instituted  the  auction  method  in  Nc'.v  York 
City  raanj'-  years  a-go  and  very  successfully.  T:'-c  first  auction  marketing  effort  at 
the  source  of  production  v;as  the  Flemington  Auction  Market  Cooperative  Association, 
Now  Jersey,  started  in  1930.   This  method  was  instituted  "o-j   Al"ben  E.  Jones,  whom 
the  entire  industry  now  mourns..  Since  1931.  twenty-three  auction  markets  I'.avc  de- 
veloped in  the  Northeastern  states,  including  Ohio.  Although  definite  progress  was 
made  in  1930  and  1931  complete  statistical  information  is  not  availa'olc  covering 
the  activities  "before  1933^ 

The  total  sales  in  1933  amounted  to  75^.000  cases  valued  at  five  and  one 
half  million  dollars.   In  193^  t/^.e  sales  increased  five  and  one  half  per  cent  to 
797.000  cases  valued  at  necjly  six  million  dollars,  Tlie  percentage  gain  in  value 
is  greater  than  the  volume  gain  due  to  increased  quality,  "better  orgaiiizatidn,  aaid 
more  efficient  outlets.  All  of  this  gain  means  greater  returns  to  the  producer. 
1935  s'.oTjcd  even  greater  gains  duo  to  increo-sed  volume  "by  cota"blished  organizations 
and  the  orgrjiization  of  new  Cooperatives  and  Q,ualit;/  Clu"bs.   The  toto.l  1935  sales 
v/er^  little  short  of  one  million  cases  valued  at  nearly  ei^^'^.t  and  one  half  million 
dollars.  Tl"iis  is  a  gain  of  eleven  per  cent  in  volume  and  n.early  six  per  cent  in 
value. 
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TiJiiile  tlie  volume  and  value  were  increasin.^  t"ie  numoer  of  producers  were  in- 
creasir.g  and  the  "benefit  was  less  concentrated.   In  193^.  20,000  producers  were 
members  of  tlie  thirty  organizations  v/hile  in  1935  this  raeintership  increased  "by 
nearly  3>300  to  2^,332-   It  is  very  intcjresting  in  this  connection  to  note  that 
of  the  oS0,812  producers  in  the  t":.irtcen  nort'ieastorn  states  onlj"-  2U,000  or  three 
and  one  half  per  cent  have  tai:en  advantage  of  ai-y-  organized  nia.rketing  effort. 
Seventeen  per  cent  of  V.ov   Jersey  producers,  fou.rteen  per  cent  of  ?en-.s;-lvania, 
ten  and  one  half  per  cent  of  iiTew  Yorlc,  ten  oer  cent  of  Connecticut,  and  Siiode 
Island,  seven  per  cent  of  Massachusetts,  three  per  cent  of  Tew  >TarapQhire ,  one  per 
cent  of  Vermont,  and  none  of  Deleware ,  llaryland,  Vii'ginia,  Tost  Virginia,  and 
Maine,  lalze   advantage  of  organized  marheting — ujiless,  of  course,  there  is  some 
form  of  organized  effort  vdth  which  I  am  not  familiar. 

Tlic  facts  iuat  presented  may  lead  us  to  "believe  tr.at  there  is  room  for  more 
work  in  organizing  producers  toward  orderly  raarheting.   Care  sho^ild  "be  exercised 
to  ciioose  the  proper  ti^^   of  organization  for  the  section  that  is  to  "be  served. 
Auction  Markets  ?\rill  not  work  everywhere  "but  Cooperative  or  'Quality  Clu"b  effort 
raaiT   solve  many  existing  prolalcms. 

I  would  not  foel  satisfied  that  a  complete  story  -'^ad  "been  told  if  I  did  not 
mention  the  effect  upon  non-merntcr  prodxicors  in  the  vincinity  of  the  Cooperatives. 
With  the  esta"blishraent  of  a  grading  program  the  level  of  quality  has  improved 
throughout  the  entire  territory.   I^nowing  something  of  the  improvement,  "b'uyers  are 
demanding  "better  care  aiid  grading.   For  this,  non-mem"ber  producers  are  "benefiting 
"by  a  price  increase  as  t"'.cy  use  the  organized  effort  as  a  wedge  to  extract  addi- 
tional returns  from  the  dealers. 

Although  none  of  the  organizations  have  reached  a  volume  "beyond  their  a"bil- 
ity  to  market  them,  it  is  possible  that  a  ]pcak  load  might  oe  reached.  IJntil  a 
peak  is  reached,  it  occurs  to  the  observer  that  more  producers  should  taJ-e  advan- 
tage of  such  marketing  outlets,  TiVIien  the  present  orgaiiizations  ':.ave  reached  their 
peak,  then  new  clu"bs,  cooperatives,  etc.,  must  'oc   organized  to  care  for  the  desire 
of  the  producers  to  receive  the  same  advantages  other  producers  now  enjoy. 

Tne  'bu;>'cr  is  a  very  important  part  of  a::y  marketing  system  and  especially 
essential  to  the  marketing  organizations  referred  to  in  this  paper.  The  "buyers  are 
made  up  of  former  hucksters,  .jo"b"bors,  wholesalers  and  others  vfco,  "because  of  the 
depression,  took  up  the  "buying  and  peddling  of  eggs  as  a  means  of  eking  out  an 
existence.   The  prices  received  at  the  Cooperatives  depends  to  a  large  degree  on 
the  num'bcr  and  type  of  "buyer.   The  fact  that  the  majority  of  "bu^'"crs  serve  retail 
trade  permits  "bidding  in  higher  "brackets  than  prevailing  market  prices.   1h.e 
Auction  Markets  use  a  stop  loss  bid  of  their  ovm  but  more  often  the  larger  buyers 
enter  a  bid  which  will  exceed  the  auctions  own  stop  loss  bid  and  may  often  top  the 
markets.   In  1935  a  total cf  S,Ul5  buyers  patronized  the  cooperative  egg  selling 
organizations.   Some  of  these  are  duplicated  du.e  to  the  fact  that  volume  desired 
may  be  secured  only  by  patronizing  more  than  one  selling  orgaixization,  especially 
when  they  arc  nearby  and  the  time  of  sale  is  at  different  periods  of  the  (3.ay  or  on 
different  days.   It  is  knowii  that  buyers  in  the  eastern  district  purchase  eggs  at 
Vineland,  Flomington,  Doylcctown  and  Lehigh  Valle;'-  in  the  same  week  arA   often  every 
weok.  The  bu^-er  is  prepared  to  pay  premium  prices  because  it  is  possible  to  save 
transportation  costs  from  farm  to  f arni--volume  is  located  at  one  place  and  the 
quality  is  uni/ormly  higr.er.   As  a  rule  the  bu^/'er  is  often  a  better  booster  for 
the  organizations  tha:i  some  of  the  producers.   Naturally,  there  arc  poor,  fair, 
and  good  buyeirs  but  on  the  whole  it  pays  to  cater  to  them  because  they  h^avc  helped 
to  m.ako  the  new  methods — especially  the  auction  methods — ^successful. 
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Poultry  sales  have  'become  a  very  important  part  of  the  producer  organiza- 
tions effort  to  improve  marketing  conditions.   In  1935-.  110,122  crates  of  poultry 
valued  at  $1,058,121  were  sold  "by  ihc  various  groups.  This  was  an  increase  of  one 
hundred  and  t\vent;r-sevon  per  cent  over  I93U  when  the  total  sales  were  ^S,397 
crates  valued  at  $Ul2,0U0   Some  of  the  same  organizations  that  serve  the  producer 
in  his  or  her  egg  sales  also  help  to  market  "broilers ,  excess  male  "birds  and  fe- 
males that  are  unprofita'blc  to  retain  as  producers  or  ■breeders.   Add  to  the  total 
of  $8,292,000  egg  sales  $1,005,121  for  poultry  sales  in  1935  i^d  we  find  that  the 
Northeastern  producer  ia  in  the  quality  marketing  program  to  the  extent  of  nine 
and  one  half  million  dollars,   Prom  the  sta:idpoint  of  analysis,  the  grading  of 
poultry  must  te  advanced  to  the  point  that  gr;:.ding  of  eggs  has  reached.   Tl--e  factor 
of  volume  in  poultry  sales  sufficient  to  attract  "better  and  larger  "buyers  is  little 
different  in  the  development  of  the  live  poultry  program  than  the  development  of 
volume  in  egg  sales  when  the  various  egg  organizations  first  started.  Pennsylvania 
can  "boast  of  a  poultry  aiiction  whose  "beginning  incltided  a  fev;  crates  of  pou.ltry 
v;ith  a  value  of  a  few  hundred  dollars  to  a  volume  organization  with  weekly  sales 
valued  at  $3200.   Flemington — the  first  egg  auction,  and  I  "believe  the  first  poul- 
try auction — has  annual  sales  amountir^  to  nearly  one  half  million  dollars. 
Poultry  sales,  in  addition  to  o.'^  sales,  in  my  opinion,  is  to  "be  one  of  the  new 
developments  of  these  orgaiiizations  in  the  future. 

An  analysis  vrould  rjirdly  "bo  complete  if  some  mention  were  not  made  of  mer- 
chandising. The  Cooperatives,  Auctions,  and  Quality  Clu"bs  are  merchandising  to 
a  very  small  degree  only.   Tl'.e  use  of  case  orA   la"bels  and  quality  la"bels  servo  to 
identify  the  eggs  offered  for  sale.   As  soon  as  the  orJe  is  completed  and  the  eggs 
have  "been  delivered  to  the  purchaser  the  identification  is  usually  destroyed  or 
lost.   Each  "b-u^^cr  wishes  to  accustom  their  consumers  with  their  ov/n  marks  and  are 
not  too  anxious  to  have  it  knov;n  v/here  their  supplies  have  hcen  purchased.  Many 
"buyers  wish  to  imply  to  the  consumer  that  they  arc  producers.   Tlze  Cooperatives 
and  Quality  Clu"bs  do  hot  advertise  in  a  manner  that  -.Till  carry  through  to  the  con- 
sumer, having  in  mind  creating  a  demand  for  their  product.  More  merchandising  is 
desira"ble  from  the  standpoint  of  future  safety  of  the  q~£,   and  poultry  selling  or- 
ganizations "but  I  leave  that  pro"blera  to  the  merchandising  expert  as  I  have  thus 
far  "been  unable  to  devise  a  scheme.   At  least  wc  will  agree  that  merchandise  is  an 
xjxpcnsivo  development  which  the  organizations  are  not  prepared  to  meet.   Some 
discussion  has  centered  around  the  preparation  of  a  movie  covering  the  entire  in- 
dustry and  naturally  picturing  the  new  marketing  methods. 

Following  the  previous  discussion  comes  the  question  of  permanency  of  or- 
ganized marketing  efforts — especially  the  auction  method,   I  am.  not  prepared  to 
venture  any  arguments  that  .might  su"bstantiatc  the  permanent  exi stance  of  the  auction 
method  of  selling  eggs*   I  can  offer  ray  opinion  which  leads  me  to  "believe  that  the 
method  is  sound  and  will  "be  permanent.   I  am  convinced  that  a  definite  service  is 
perforr.ned  and  as  long  as  the  cooperative  has  the  support  of  producers,  the  volume 
is  sufficient  to  do  "business  at  a  gain,  and  ■b-u;;.-ers  are  m.aintained  v/ith  confidence 
in  uniform  gro.ded  quality  eggs,  the  cooporativos  will  "be  here  until  the  end  of 
time.   Haat  the  future  ■:olds  no  one  knows  except  that  every  cooperative,  like  every 
private  business,  must  adopt  modern  methods  if  they  intend  to  continue  in  competi- 
tion with  well  organized  private  enterprise. 
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In  conclusion  I  wish  to  SToin  up  "by   stating  t":.at: 

1.  Organized  effort  has  grown  tremendouslv  since  1930. 

2.  Sales  have  increased  in  vol-ome  and  value  until  the  organizations 
are  doing  nearly  a  ten  million  dollar  "business. 

3.  All  of  the  organizations  have  experienced  a  slov;  start  but  "lave 
built  up  rapidly  and  on  a  sou:id  "basis. 

U.  More  than  three  and  one  r_alf  per  cent  of  the  producers  will  be 
served  "by  these  and  other  organizations  that  niust  of  necessity 
develop  in  the  future. 

5.  Organised  effort  is  hero  to  stay  and  will  maize  changes  as  modern 
conditions  change. 

6.  Q;aa,lity  v/ill  be  one  of  the  greatest  factors  in  success.   The 
determination  of  quality  and  changes  in  standards  v/ill  occ-ua- 
when  new  scientific  Icnov/ledge  develops  as  a  result  of  continued 
experimentation. 

7.  The  fu.ndamental  principles  involving  success  will  remain  the  same 
but  operating  methods  \7ill  vary  with  existing  conditions  and  lo- 
cation of  the  organizations. 

8.  Cooperation  in  the  sale  of  eggs  and  poultry  is  sound  but  opposi- 
tion and  competition  will  alv/ays  exist,  malting  it  doubly  import- 
ant to  guard  against  friction,  op>:;rate  on  a.  sound  economical  basis 
and  vdth  the  realization  that  individuals  aiid  private  corporations 
experienced  in  merchandising  have  their  place  in  any  marketiiig 
scheme  m.alcing  harmon;/'  a  very  important  fa.ctor  in  success. 

DISCUSSION 

Mr.  White:  "How  far  north  does  the  membership  of  your  Derry  auction  extend  in 
New  Hampshire?" 

Mr.  Carlisle!  "I  should  say  roughly,  approximately  tv/o-thirds  the  vray   across  the 
state.   There  is  not  much  poultry  in  the  Northern  end  of  the  state." 

Mr.  Alger;  "I  think  Mr.  Lav/less  has  answered  the  question  of  the  auction  tjnpes  of 
marheting.  He  h.as  said  that  auction  types  will  worh  in  all  regions,   I  doubt 
if  they  ^Yould  v/orh  in  Maine.   7e  are  in  an  \inusual  location.   We  are  close  to  the 
producers  as  well  as  :ood  morhet  outlets.   I  './ould  feel  tliat  if  Maine  v;ould  organ- 
ize and  attempt  to  narhet  in  an  auction  way,  it  v/ould  be  necessary  to  establisli 
their  auction  nearer  the  consuming  center,  but  I  ";:B,ven't  ariy  doubt  that  some  tjqpe 
of  auction  could  be  established  in  Maine," 

Mr.  Dougherty:  "How  do  you  fig-ure  the  auction  costs  lower  than  costs  of  any  other 
organization?" 
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Mr.  L.?.vflcsst  "Some  of  car  a,uction  mar]::et3  char£;ed  as  low  as  3^^'/'  selling-  cost, 
which,  includes  the  case  and  all  other  costs  in  connection  with  the  auction.   We 
do  iaiow , "  hoT7ever ,  that  "^Q><^   is  too  low.  It  usually'-  costs  around  32  to  35{#  and  runs 
as  high  as  oO^^.   Zae  transiportation  cost  does  amount  to  something  Imt  doesn't 
amount  to  near  as  much  as  if  the;*  were  to  ship  then  to  New  York  or  Riiladelphia." 

Mr.  &v;inn;  "llaat  is  the  reason  for  the  tremendous  advance  of  the  pou.ltry  industr;^'- 
in  the  ITortheast?" 

Mr.  Lawless:  "I  have  no  reason  to  offer." 

Mr.  Dowchcrty;  "Is  t':.c  spread  of  disease  a  factor  in  preventing  auctions  from 
handling  poultry?" 

Mr.  Lawless:  "Disease  has  not  been  a  serious  factor.  The  birds  are  shifted  from 
producer  coops  to  auction  coops  imnecilately  upoi-  receipt.  The  only  possibility 
of  disease  would  be  v;iierc  these  coops  have  been  handled  so  much  in  delivery  of 
the  poultry.  The  debris  that  drops  on  t?-e  floor  may  spread  disease  if  a  man  should 
come  in  with  eggs  and  get  some  of  the  debris  on  his  clothes.   Clothes  should  be 
disinfected  after  worhing  around  poultrj'^." 

The  Hclationship  of  Members  of  a  Cooperative  Organization  to 

Their  Directors 

By  'j.uentin  Hc^molds,  Manager,  Eastern  States  Farmers'  Exchange, 
West  Springfield,  Mass. 

The  directors  of  a  cooperative  association  are  themselves  members  of  the 
association  selected  by  or  -.vith  the  consent  of  the  other  members  to  guard  and 
further  the  members'  interest  in  the  enterprise.   The  members  delegate  to  direct- 
ors the  job  of  building  and  formulating  policies  and  of  directing  management. 
It  is  tj-.e  duty  of  the  rnem.bers  to  pass  on  to  the  directors  constructive  suggestions 
based  on  their  needs  and  on  their  experience  with  the  sei-vice.   It  is  the  duty  of 
the  directors  to  weigh  these  suggestions  from  the  standpoint  of  the  interest  of 
the  whole  membership. 

How  satisfactorily  t?ie  directnrs  administer  this  trust  depends  on  many 
factors  —  the  capacity  of  the  d.irectjrs,  the  time  and  thouglit  they  can  devote  to 
the  work  in  proportion  to  the  time  and  thought  required  to  conduct  the  particular 
enterprise  in  question,  the  effectiveness  of  t'".c  plan  for  selecting  rnanagemcnt 
responsible  to  the  board  and  entrusted  with  carr;/i:ig  out  the  policies,  by  a  some- 
thing including  all  these  factors  andi  more,  t':.e  itiole  spirit  of  the  members  as  it 
reflects  itself  in  the  attitude  of  management,  c'l rectors,  and  the  members  them- 
selves. 

Members  should  insist  that  service  to  membership  be  in  fact  the  aim  of 
their  association.   Tliat  t'.is  idea  s:"^ll  be  the  f ^undati-'n  of  all  the  policies  of 
the  association  is  the  responsibility  of  the  d.irectors.  Unless  the  members  defin- 
itely support  this  idea,  the  problems  of  managc;nent  ma;''  lead  the  directors  away 
from  t":is  loosition.   As  directors  allow  themselves  to  be  weaned  from  it  ,  volume 
for  volume's  salie  or  t?.e  sc2:e  of  the  onployoes  becomes  an  aim.  of  the  association. 
The  members*  interest  in  service  and  net  savings  becomes  distorted  into  the  asso- 
ciation's desire  for  volume  and  net  profits.  The  business  may  become  an  important 
element  in  the  economics:  of  the  community.  Members  ma.;/  be  better  served  than  be- 
fore the  association  was  organized,  but  the  results  will  fall  short  of  possible 
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achievements.  The  directors  will  have  failed  to  conduct  the  affairs  to  serve 
the  "best  interests  of  the  members  whose  interests  they  are  elected  to  protect 
and  develop. 

And  conversely,  if  the  desire  to  serve  the  immediate  interest  of  the 
membership  leads  the  directors  to  turn  down  management  recommendations  on  ques- 
tions of  sound  margins,  the  building  of  proper  reserves,  etc.,  if  these  and  other 
factors  required  to  establish  the  association  o,s  a  reliable  service  agency  in 
which  growing  volume  is  one  of  the  indications  of  an  agency  well  operated  and 
genuinely  accepted  by  the  members  served,  the  real  interests  of  the  membership 
will  not  be  developed.   To  avoid  this  pitfall,  the  membership  must  support  their 
directors  as  they  fearlessly  and  farsightedly  authorize  and  enforce  policies  which 
for  the  common,  long  time  interest  of  the  membership  sometimes  demand  immediate 
sacrifice  or  terrporary  hardship. 

Cooperative  purchasing  aiid  marketing  being  democratic  econonic  operations, 
the  members  must  be  informed  by  their  directors  of  the  policies  and  of  the  method 
of  their  application.  Blind  loyalty  cannot  exist  in  cooperatives  any  more  than 
it  can  exist  in  democratic  states.   The  process  of  informing  can  vary  to  suit  the 
circumstances  surrounding  the  entei'prise  in  question.  The  method  of  heeping  mem- 
bers informed  should  be  as  simple  as  possible.   The  reflection  of  policies  in  ser- 
vice is  the  obvious  way  to  dx>   most  of  the  imorming.   "By  their  works  ye  shall 
know  them"  and  "actions  speak  louder  than  words"  are  good,  practical  slogans  for 
those  in  charge  of  cooperatives  to  keep  in  ;nind.   With  the  service  performed  be- 
ing continually  the  major  vehicle  for  informing  members,  the  briefest  sort  of 
interpretative  explanations  of  policies  are  adequate  and  highly  acceptable,  parti- 
cularly to  our  northeasterners. 

Many  observers  of  our  cooperatives  express  uneasiness  over  the  fact  that 
members  are  not  more  articulate.   They  imply  that  lack  of  parliamentary  verbosity 
is  evidence  of  wcalcncss  in  the  cooperative  structure.   It  may  be,  but  probably  it 
is  not.   Directors  get  the  feel  of  the  membership  from  the  coMVor sat ions  they  have 
with  individuals.   They  get  it  from  the  attitude  toward  contracts  and  volume  turned 
over  to  the  association  if  it  be  a  marketing  group,  or  demand  for  supplies  l^andled 
if  it  be  a  purchasing  group.  Such  simple  met/.ods  of  expression  have  profound  sig- 
nificance and  are  mo:'e  constructive  than  tirades  or  evangelical  appeals  at  local 
or  central  meetings.   Tliey  are  consistent  with  the  theory  of  representative  con- 
duct of  cooperative  business.  They  do  not  interfere  with  the  delicate  and  import- 
ant relations  vfhich  the  members'  cooperative  business  has  with  other  agencies  and 
they  adequately  protect  the  interest  of  the  members  in  their  cooperative  enter- 
prise. 

DISCUSSION 

Mr.  Fnitc:  "How  far  do  you  suppose  the  Eastern  states  would  get  if  your  members 
wouldn't  cooperate?" 

Mr  .  Reynolds^  "I  have  tried  to  c3evelop  this  thing  on  principles. 
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Mr.  Bell:  "I  have  a  question  in  regard  to  tlic  method  of  carrying  tae  program  of 
information  to  members,  Tl".at  costs  money  and  is  an  expensive  project.   The  prob- 
lem va,rics  in  different  types  of  cooperatives  and  different  types  of  business. 
It  is  also  a  vcntixrc  which  the  members  themselves  are  obliged  to  pay  for.  "ow 
much  do  you  feci,  Ilr.  Reynolds,  can  a  cooperative  association  budget  to  this  ex- 
penditure of  membership  information  to  m,?I:c  it  effective  and  to  the  best  inter- 
ests of  the  cooperative  association?" 

Mr.  Reynolds ;  "I  would  say  that  ?,or-lr.  a::swcrcd  that  in  his  first  paper.   I  vrould 
like  to  racke  out  the  broad  •principle  that,  except  for  the  field  men  who  actually 
prod\icc  orders  through  their  contacts,  you  can  regard  eveiything  as  an  expense. 
Tiihile  it  is  true  that  informative  work  is  an  cxjocnsc,  in  our  particular  case, 
wo  are  able  to  conduct  our  publici \.y  on  four  or  five  mills  per  dollo-r  of  gross 
sales.   Fnether  th-at  should  be  six  mills  or  three  mills  is  just  almost  an  impossi- 
ble thing  to  say.   I  v/ould  sc^""  tr_is,  that  about  all  an  organization  can  do  is  to 
put  out  as  much  publicity  as  it  believes  its  e:^rperienco  indicates  is  essential  to 
accomplish  the  vita,l  things  that  it  mast  do  with  publicity',  and  it  should  strive 
scmipulously  to  do  those  things  at  as  lov/  a  cost  as  possible." 
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WedjiGsdry  evening,  June  10  .  ' 

SuTj.iect;  Cooperation  for  All 

Chairman;  I.  G.  D?.vi3,  V..^vA,   Department  of  Sconomics,  ConnccticTit  State  College, 
Storrs ,  Conn. 

Tci^   Relationship  of  Producer  Cooperation  to  Consumer  Cooperation 

By  3.  H.  Bov/en,  General  Secretary?-,  The  Cooperative  League  of  America, 
New  Yor:.,  IT.  Y. 

In  the  concluding  chapter  of  his  new  "booh  "Whose  Constitution",  Secretary 
of  Agriculture  'Wallace  mr2;es  this  prophetic  statement,  "A  cooperative  economic 
society  will  te  the  living  stream  of  thought  for  the  twentieth  century  as  a  polit- 
ical democratic  society  w?,s  the  living  strcrm  of  thought  for  the  eighteenth  cen- 
tury. " 

It  is  aoout  one  of  the  elements  of  this  new  cooperative  economic  society 
that  I  am  here  to  speai:.  Ahout  the  Consumers'  Cooperative  Movement,  which  vre 
believe  to  be  the  economics  of  liberty;  the  economics  of  equality;  the  economics 
of  fraternity;  the  economics  of  plenty;  the  economics  of  peace. 

Society  as  an'  Economic  Fpmily 

Tlie  economic  problems  of  society  are  only  enlarged  family  economic  prob- 
lems,  J.^  father  and  my  uncle  went  as  young  men  from  East  Aurora,  U, y.  ,  the  town 
made  famous  by  Elbert  Hubbard,  to  Tama  Cou:ity,  Iowa,  in  the  iSyO's,  and  pioneered 
on  nearby  farms,   I  v/as  born  there  in  a  log  house  on  a  farm,  and  evontuallj''  went 
into  the  retail  business,  and  after  college,  into  manufacturing  power  farm  machine- 
ry. My  cousins  with  whom  I  grew  up,  remained  on  the  farm.  After  25  years  they 
couldn't  distribute  the  food  they  raised  to  me,  and  I  couldn't  distribute  the 
machinery  I  produced  to  them.  They  were  losing  their  farms  and  I  was  losing  ray 
business.  How  could  they  buy  machinery  v/hen  farm  prices  dropped  635^  from  1929  to 
1933.  while  machinery  prices  only  dropped  6^?  How  could  I  biiy  their  food  when 
the  production  of  farm  machinery  dropped  SO^,  even  though  the  production  of  farm 
products  dropped  only  6^^?  The  world  is  only  an  enlarged  industrial  and  agricul- 
tural family  such  as  this. 

The  Hell  of  Scarcity  We  Are  In  and  the  Heaven  of  Plenty  We  Could  Be  In 

Retail  dealers  fail  on  the  average  at  the  rate  of  over  20^  per  year, 
Pifty-seven  per  cent  of  city  residents  are  tenants.   Over  U2^  of  farmers  are  ten- 
ants.  If  mortgages  on  owner  operated  farms  are  added  to  tenancy,  over  70^  of  the 
value  of  the  farms  of  ray  native  State  of  Iowa  arc  no  longer  owned  by  the  opera- 
tors.  Daniel  Webster  declared  in  1S20,  "Tlie  freest  of  governments,  if  it  could 
exist,  would  :iot  long  be  acceptable,  if  the  tendency  of  the  laws  were  to  create 
a  rapid  accumulation  of  property  in  fev;  hands,  ond  to  render  the  great  mass  of 
the  population  dependent  and  penniless. "  President  Roosevelt  describes  owners  as 
"dependable  defenders  of  democracy"  and  adds,  "men  do  not  fight  for  boarding 
houses".   We  caiinot  build  a  permanent  political,  educational  and  religious  democ- 
racy upon  a  groundv;ork  of  mass  tenancy  and  absentee  owners. 
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Durir-g  tr.e  quarter  of  a  century  I  v;as  in  "ousincss,  I  learned  that  we  had 
five  hinds  o-f  pov^cr  to  produce  plenty — animal,  v/atcr,  steam,  gas  and  electric. 
I  also  learned  that  v;e  "lad  five  hinds  of  social  organizations  which  had  to  do  with 
distributing  plenty  to  ALZ,- — the  church,  the  school,  the  goTernraent ,  the  producer 
and  the  consumer,   ^lat  v.-e  nocd  today  is  a  comhination  of  automatic  electric  power 
production  and  automatic  consumer  cooperative  distribution.   In  his  presidential 
address  before  the  British  Association  for  the  Advancement  of  Science,  Sir  Josiriii 
Stamp  concluded  with  this  true  prophecy  raid  challenge,  "We  have  spent  much  and 
long  upon  the  science  of  matter,  and  the  greater  our  success  the  greater  must  be 
OUT  failure,  unless  we  turn  also  at  long  lo.st  to  an  equal  advance  in  the  science 
of  man. " 

The  reason  why  we  live  in  the  hell  of  scarcity  instead  of  the  '.'.caven  of 
plenty  is  primarily  the  piling  up  of  private-profits.   This  is  not  a  radical  but 
a  scientific  statement.   We  no v/  have  statistical  proof  of  this  fact.   The  Brook- 
ings Institution  Heport  says  that  in  1929  there  xieve   15  billion  dollars  see!:ing 
investment  when  only  5  billion  could  be  profitably  employed.   It  was  the  surplus 
10  billion  wh.ich  went  roaring  around  Wall  Street  and  inflated  prices  in  order  to 
find  a  place  to  go.   That  same  amount  of  10  billion  v/as  saved  by  only  2.3^  of  the 
population  who  received  over  $10,000  per  year  incomes  and  still  saved  10  billion 
after  living  in  lujcui-y.  This  profit-piling  in  the  hands  of  the  fev/  is  the  economic 
cause  of  our  3  million  criminals  and  16  million  crimes  a  year;  the  loss  of  10  mil- 
lion in  the  last  war;  another  10  million  unemployed  in  the  United  States*,  and  SO^ 
living  below  the  average  income  line.  Hiches  piled  up  rot  like  fertilizer;  when 
widely  distributed  both  produce  more  wealth.   YJe  ccji   now  produce  an  avero,ge  of 
$U,370  per  family  of  four  per  year  if  wo  used  our  present  productive  capacity  to 
the  full. 

Let's  get  at  trie  root  cause  of  the  enigm.a  of  the  poverty  of  plenty. 
The  first  cause  is  a  moral  and  spiritual  one — we  are  not  v/illing  to  live  o.s 
brothers — v/c  have  not  accepted  the  principle  of  brof'.erhood  in  business.   We  are 
not  willing  to  practice  economic  liberty  a:id  equality*   The  second  cause  is  eccnom- 
ic  ignorance — the  Annals  of  the  American  Academy  of  Political  and  Social  Science 
in  a  study  of  the  consumer  describes  us  as  "economic  illiterates".   Let's  not 
admit  the  charge  btut  stud^;^  our  v;ay  through  to  a  solution. 

There  are  three  economic  factors  involved  in  the  solution — Price,  Pay  and 
Profits.  By  price  we  mean  the  retail  price  to  the  consumer;  by  pa;^'-  we  mean  the 
entire  cost  of  production  and  distribution;  by  profits  we  mean  the  net  difference 
between  price  and  poy.   Five  proposals  are  made  to  solve  the  question  of  producing 
plenty  and  preventing  poverty,  while  still  retaining  a  private-profit  economic 
system. 

The  5  Private-Profit  Solutions 

The  first  solution  offered  is  that  those  who  receive  tlce  surplus  profits 
should  give  them  av/ay.   The  difficulty  is  that  tr.ey  are  unwilling  to  do  so  to  any 
degree. 

The  second  proposal  is  to  regulate  prices,  pay  and  profits.   Y/e  have  been 
trying  to  regulate  private-profit  monopolies  for  the  last  forty-five  years.   They 
have  been,  as  Donald  Eichberg  sail,  "Forty-five  years  of  self-deception".  We  are 
beginning  to  realize  that  we  caimot  regulate  what  wc  do  not  ov;n  by  anj"  form  of 
political  action.   It  is  notable  that  Sweden  has  never  put  an  anti-trust  law  on 
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their  statute  'boo"'.:s — thej"  control  private-profit  monopolies  "07  threat  of  substitu- 
tion in  tlie  form  of  pal)lic  o^rnershi-p  of  utilities  and  cooperative  orrnersliip  of 
industries,  \7Mch  130001110  effective  yardstic'cs. 

Then  it  is  proposed,  in  the  tj'.ird  place,  t".at  we  t.ax  the  profits  avav. 
But  those  who  receive  the  profits  [generally  also  control  the  political  taxing 
power.   It  is  not  easy  to  tojx  the  profits  tach  out  of  the  J.ands  of  the  few  after 
they  once  receive  tiicm. 

It  is  fourthly  advocated,  principally  by  such  industrialists  as  "cnry  Ford, 
that  the  paj.-  of  worhers  be  raised.   Business  docs  not  operate  on  an  altruistic 
"basis,  however,  oxiA.,    if  pay  is  raised,  prices  arc.  generally  also  raised  as  much 
or  more.   In  fact  t".\,c  management  and  tV.c  dircccors  of  a  corporation  arc-  Icgall;^ 
"bound  to  endeavor  to  mahe  more  profits  for  t'.eir  stoc-'-±.oldcrs  and  nnt  to  consider 
prices  to  consumers  and  pay  to  producers  except  as  the  moans  of  mailing  m.ore  profits. 

Finally,  we  now  have  -ffercd  a  fifth  soluti:n  after  an  cxhoustive  and  ex- 
pensive stxidy  by  Broohings  Institution.   !E:-iG  is  chat  prices  be  voluntarily  lowered 
and  profits  be  reduced  while  retaining  or  increasing  rates  of  pay.   Such  a  solu- 
tion is  entirely  tl'.eorctical  and  unlikely  of  practical  a-oplication. 

May  I  urge  you  to  nad  the  illuminating  article  by  Henry  Pract  Fairchild 
which  originally  appeared  in  the  February,  1932,  issue  of  Harpers  Ilagazine,  and 
which  is  nov/  reprinted  in  pamphlet  form,  entitled  Tne  Fallacy  of  Profits".   I 
know  of  no  better  simple  statement  of  the  imroosoibility  of  increasing  producbion 
to  the  highest  degree  and  reducing  poverty  to  the  lowest  degree  while  also  retain- 
ing private-profits  betv.'ccn  price  and  p:>y.  Prices  must  finally  be  one  and  the 
same  as  pay  if  poverty  is  to  be  prevented.  Ar^^  profits  bctv;cen  price  and  pay  mast 
bo  distributed  directly  to  all  ti.-.e  people  if  poverty  is  to  be  prevented  and  ovx 
possible  productive  capacity  is  to  be  utilized  to  the  fullest  degree.  A  simple 
current  illustration  would  be  to  raise  the  question  as  to  how  New  Yorh  City  can 
bu;'"  back  wit/.  $1,600,000  winnings  or  payoff  on  t'-_c  last  Irish  swoepstrke  what  it 
cost  in  the  $2,b00,000  price  lloxi   York  City  paid  for  the  tickets. 

IJo  pre.ctical  solutirn  of  the  problem,  of  preventing  poverty  v/hilc  producing 
plenty  is  possible  under  a  private-profit  cconom.ic  system..   There  is  only  one  prac- 
tical solution--it  is  to  distribute  profits  to  all  the  people.   This  may  be  done 
in  one  of  two  ways:   it  can  be  done  through  Comiminism  by  violence  and  loss  of 
liberty;  it  crji  also  be  done  by  voluntary  Cooperation  while  retaining  freedom., 
I  do  not  believe  the  violent  way  with  los i  of  liberty  is  the  way  America  wishes  to 
follow.   I  believe  t/'.at  America  v/ill  increasingly  adopt  the  voluntary  cooperative 
v/aj-,  v/iiich  is  in  line  v/ith  American  tradition  and  means  only  the  extension  of  the 
principles  of  liberty  and  equality  to  the  building  of  an  economic  as  well  as  a 
political  democracy. 

The  Cooperative  Solution 

So  I  come  n.:w  to  the  specific  discussion  of  the  economic  technique  adopted 
by  what  are  Iniown  as  the  Hochdale  Picndcr-j  in  IG^U  in  Sr^land  to  distribute  plenty 
to  all — in  the  forms  of  ovmership,  control,  incom.e  and  employment.   'Jill  you  please 
look  at  this  chart  '.vh.ich  is  called  the  cooperative  magnet,  using  a  phrase  coined 
by  T.  W.  Mercer,  autr..or  of  the  new  boo!:  "Towards  the  Cooperative  Comm.onvrcalth". 
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This  magnet  illustrr.ted  t'r-o   po'.7crful  attractici-  of  the  Rochdale  principles  of 
cooperation.   These  pri:iciples  are  sometimes  descrilied  as  seven  in  number: 

1.  Open  voluntary  membership 

2.  One  person  one  vote 

3.  Limited  interest  on  capital 

T-.  Patronage  dividend  on  purchases 

5.  Cash  Trading 

b.  ileutrality 

7.  Education 

The  American  coopcratir.,  movement  has  5a,x"G3tcd  the  addition  of  an  eij:-th  princi- 
ple— that  of  constant  ciqDansi^n. 

I  v.'ould  prefer  to  condcnsD  the  discussion  of  these  principles  into  r/liat  to 
mc  .are  the  basic  ideas,  as  indicated  on  this  m.a^'nct  c':.art: 

1.  People's  Oivnership 

2.  Democratic  Control 
3  .  Purchases  at  Cost 


Everyone  an  Qv/ner 

Tlie  slogan  of  America  should  be  toci^^  "evcr;/one  an  ovrner".   dis  --jas  the 
vision  of  ovx   foundi:i^  fat?:ers,  as  Charles  Beard  :.:xig  so  well  taught  us.   Te  talh 
of  "a  more  equitable  distribution  of  income  end  of  employment  for  everj-'onc.  IJcither 
income  nor  employment  can  ever  bo  equitably  distributed  to  all  until  the  ovrnership 
of  v/ealth  is  first  equitably  distributed  to  all.   Omicrs  have  income  and  employment 
automatically  as  a  result  of  the  ov/ncrship  of  vrealth.  To  attempt  to  distribute 
income  and  employment  equitably  without  first  distributing  ovrnership  equitably  is 
to  put  the  buggy  before  t^-.c  horse.   Incidentally,  in  the  /.orse  and  buggy  daj'-s, 
o'.7nership  of  wealth  v.'a3  mach  more  equitably  distributed  aaid  as  a  result  so  was  in- 
come r-id  employment  rmong  all  the  people.  The  Hochdale  Pioneers  conceived  that 
the  people  sliould  be  ov.'ners  as  cons-umcrs.  Thc^r  had  tried  out  political  action  in 
the  Cl-iartist  Party  and  producer  action  as  a  labor  union  and  lost  out  in  both 
efforts.   So  they  turned  to  their  only  oth.-r  power — their  power  as  consumers  and 
organized  their  pure',  .asing  power.   It  was  a  simple  idea — that  they  as  constuners 
in  front  of  the  counter  should  lihewise  be  the  owners  of  the  retail  store  v,'here 
they  purchased  tl.eir  necessities  and  t::at  the  man  behind  the  counter  slaould  worh 
for  them.  Not  a  very  revolutionary  sounding  idea,  but  a  revolutionary  ia.ea  in 
practice.   J?or  this  conception  was  tl-.at  the  people  had  power  as  consumers  to  re- 
shape society  by  starting  at  the  retail  distribution  end  of  business  and  developi:ag 
gradually  until  tliey  eventually  also  o'.Tned  t":c  wholesales  and  f.:e  factories  and  the 
raw  materials. 

Democratic  Control 

The  Rochdale  ?io:'.ccrs  also  conceived  ty.at  they  must  provide  for  democratic 
control  as  well  as  cons\Lmer  ownershijp.  To  this  end  tlzcy  adopted  the  simple  tech- 
niques of  dom.ocratic  political  organization  vr.ich  we  practice  and  provided  first, 
that  membership  should  be  open  to  all  irrespective  of  nationality,  race,  creed  or 
political  affiliation  and  should  lihewise  be  voluntary  and  not  compulsory;  second, 
that  each  person  should  ::avc  one  vote  irrespective  of  the  amount  of  shares  they 
owned,  in  other  words,  that  persons  and  not  property  sli  oiid  vote  and  control. 
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There  is  also  no  proxy  voting  in  a  cooperative;  to  vote  you  must  be  personally 
present  and  Darticipate.   3y  the  consumer-o^rner-neinbers  voting  for  the  election 
of  directors  democratic  control  is  secured,  while  the  directors  of  a  cooperative 
are  then  responsible  for  the  election  of  a  nianager  and  the  supervision  of  the 
business  to  achieve  econorj^"  and  efficiency. 

Purchases  at  Cost 

Tiie  Rochdale  Pioneers  xmderstood  that  the;'  could  not  have  democratic  con- 
trol and  ownership  of  private  property  and  also  have  private  profits.   So  the 
third  basic  idea  which  tiae  Rochdale  pioneers  adopted  was  th-at  of  purchases  at  cost, 
or  the  elimination  of  private-profits,  which  they  accomplished  by  the  two  tech- 
niques of  limited  interest  on  capital  and  the  pajanent  of  the  profits  or  savings 
bach  to  themselves  in  the  form  of  patronage  dividends  on  purchases.   Let  me  illus- 
trate by  a  simple  arithmetical  statement:   Suppose  you  were  the  member  of  a  con- 
sumers cooperative  store.   You  pay  $1  for  an  article.   Also  suppose,  as  is  fairly 
generally  true  of  business  as  a  whole,  that  the  total  production  cost  of  that 
article  was  U5(^  and  the  total  distribution  cost  was  an  equal  amount  or  another  '^^. 
Then  there  would  remain  after  both  production  and  distribution  costs  were  all  paid 
the  sum  of  10^^  wiiich  wo  call  profit : 

$1.00  Price  —  ConsumGr  pays 

.^5  Cost   —  Producers  get 

.U5  Expense-  Distributors  get 

.10  Profit  -  Owner  gets 

In  a  cooperative  you  are  not  only  the  consumer  'Ao  pays  the  price  but  also 
the  ovmer  who  receives  the  profit,  which  comes  back  to  you  in  the  form  of  a  patron- 
age dividend  on  your  purchase,  which  reduces  the  price  you  actually  paid  to  '^Q)^   or 
the  actual  cost  of  production  and  distribution.   In  this  indirect  manner,  by  sell- 
ing at  current  retail  prices  in  a  cooperative  and  paying  patronage  dividends,  the 
two  amounts  of  price  and  pay  are  brought  together  and  private-profit  is  eliminated. 
Gladstone  calledthis  economic  technique  the  greatest  social  invention  in  the  world's 
history.   In  this  simple  manner,  as  the  cooperative  movement  develops  and  more  and 
more  of  the  people  are  dravm  into  membership  as  consumer-owners,  will  the  bralces 
of  private-profit  on  the  wheels  of  industry'-  be  released  uiitil  our  productive  capa- 
city v/ill  be  enabled  to  operate  to  the  full  to  produce  a  surfeit  of  food,  goods 
and  luxuries  for  all  and  the  age-long  curse  of  preventable  poverty  will  be  finally 
eliminated  from  the  earth. 

Finally,  these  simple  economic  techniques  of  Consumers'  Cooperation  do  not 
infringe  upon  our  cherished  j\merican  ideals  of  liberty  in  our  political,  education- 
al and  religious  organizations,  but,  instead,  will  make  them  real  ^tiere  they  are 
now  only  an  ideal,  by  extending  them  into  the  organization  of  our  economic  life  as 
well. 

Growth  of  the  Movement  in  Europe 

You  can  read  of  the  great  growth  of  Consumers'  Cooperatives  resulting  from 
the  application  of  these  primary  Rochdale  principles  in  many  volumes.  A  brief 
statement  will  illustrate  their  progress  in  a  few  corjitries. 

In  Great  Britain  today  more  than  half  of  the  families,  or  7^  million,  are 
now  members  of  Consumers'  Cooperatives;  they  do  a  retail  business  of  a  billion 
dollars  a  year;  a  wholesale  business  of  a  half  billion;  their  banking  division  has 


a  turnover  of  3  "billion  a  jcox;    tr.eir  ins^orancc  diviciou  receives  a:inual  premiums 
of  25  million;  tlicy  ovv.   I50  factories  '.vherc  f^cy  produce  pure  food  and  goods  for 
themselves  without  the  incentive,  or  more  correctly  the  intervention,  of  private- 
profit. 

Denmark  adopted  the  cooperative  movement  in  the  middle  of  the  19th  century 
virhcn  h2fo   of  the  fiirms  were  operated  oy  tenants,  vicich  is  todai''  the  case  in  f.iis 
country.  A  minister  sti^rtod  the  first  Conr^uKv  rs '  Cooperative  store;  a  professor 
hroiight  to  Denmark  the  ideo.  of  cooperative  finance  from  Germany;  and  a  farm.er 
started  the  first  cooperative  marketing  dairy.   Toda;^  as  a  result  of  the  adoption 
of  cooperative  purchasing,  marketing  and  finance  supported  hy  favoraolc  political 
action  a  recent  official  publication  mal:es  this  astounding  statement,  "there  is  no 
longer  any  farm  tenancj''  in  Denmark."  Is  there  a:iy  reason  ^hy   the  adoption  of  the 
same  methods  will  not  produce  the  same  resultn  in  America?   "Speed  the  dayj"  says 
Walter  Rauscr?enT3usch ,  "whon  the  hills  and  the  plains  and  the  wealth  thereof  shall 
he  the  people's  own,  and  t'ly  freemen  shall  not  live  as  tenants  of  men  on  the  ee.rth 
which  thou  hast  given  to  all." 

Some  time  ago,  in  the  nev;apaper  colum:i  v/ritten  "by  Paul  I,!allon,  appeared,  the 
statement  that  President  Roosevelt  was  concerned  over  the  fact  that  more  pigpens 
were  lighted  "by  electricity  in  I'Tor-way  than  arc   farm  homes  in  America,   I  sincerely 
hope,  as  a  result  of  his  sending  a  commission  to  "Surope  to  study  Consumer's  Cooper- 
ation, that  he  has  nov/  learned  that  the  reason  is  that  in  i'orway  the  State  produces 
electricity  withor^t  prii'ate-profit  r,nd  that  cooperatives  distri'oute  it  without 
privp-tc-profit . 

Sweden  is  today  very  much  in  the  ncv/s  in  .jnerica.  The  cooperatives  there 
have  hecome  known  as  the  trv.st  "busters.   Sweden  has  largely  \7iped  out  unemplo/rment 
as  Dcrjnark  has  eliminated  tenancy.   In  a  hulletin  called  Tr.c    Index,  fnc  Hew  York 
Trust  Company  gives  as  the  three  primary  reasons  for  the  economic  sta'oility  of 
Sweden,  puolic  ovmership  of  utilities,  cooperative  o'.vnorship  of  industries  and 
monetary  control. 

Wc  laiow  of  Finland  as  the  one  country  wl-ich  pays  its  de"bts  to  us.  But  far 
more  important  is  the  fact  that  in  Finland  cooperatives  have  1-^d  their  greatest 
development  in  a:;i;'  democratic  country  until  today  they  do  UofS  of  the  business  and 
control  the  price  level  of  ths.t  country'.   Finland  ma;^'  "become  the  great  proving 
ground  of  democracy  and  "be  the  wedge  "between  the  twin  evils  of  Communism  in  Russia 
on  one  side  and  Fascism  in  Germanj'  on  the  other.   Llay  Finland  hold  true  to  her 
faith  in  democratic  economic  cooperatives  and  stand  and  still  stand. 

I  could  tell  you  at  length  of  other  countries — over  fort;,'  now  organized  into 
the  International  Cooperative  alliance  with  over  100  million  families  as  mera"bers — 
all  around  the  glo-Qe.   But  time  will  not  perniit  and  you  can  readily  read  all  the 
facts  and  the  djaaamic  story  of  the  development  of  economic  democracy  in  those  coun- 
tries. 

Growth  of  Consomers '  Cooperation  in  America 

The  movement  \7a3  first  started  in  .anerica  in  ISU5  ezid  has  had  its  ups  and 
downs  for  many  years  while  we  were  wasting  our  great  resau.rces  of  agriculture, 
forests  and  mining  in  the  usual  manner  of  pionc  ers.   At  last  wo  reached  the  Pacific 
Ocean  end  "Degan  to  double  "bac]'.  upon  ourselves  and  then  also  "oegan  to  Jearn  coopera- 
tion as  Europe  had  learned  it.   I  am  not  so  sure  hut  that  history  may  record  the 
1930 'd  as  the  "hungry  thirties"  in  America  as  the  iSUO's  are  Iniown  as  the  "hungry 
forties"  in  Gr^at  Britain. 
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After  the  v/ar,  the  farners  of  America  oegan  cooperating  in  dead  earnest. 
They  v/ere  handicapped  on  an  average  of  lU^  from  1922  to  1929  between  the  orices 
they  received  and  those  thes'  had  to  pay.  As  a  resiilt ,  they  started  cooperative 
marheting,  then  cooperative  puxchasing  and  then  cooperative  finance  as  other 
countries  had  done.   The  development  has  "been  principally  in  three  major  fields; 
feed,  seed  and  fertilizer  in  the  East;  petroleum  products  in  the  Central  West; 
fire,  automo"bile  and  life  insurance  more  or  less  generally  over  America;  and 
fourth,  groceries  and  dry  goods  to  a  lesser  degree.   You  can  read  the  journalistic 
story  of  these  recent  developments  in  the  new  hooh  by  Bertram  B.  Fowler, "Consumer 
Cooperation  in  America." 

Until  two  years  a.{;,-o  the  cities  of  the  United  States  were  truly  a  cooperative 
desert.   With  the  exception  of  a  few  foreign  laiiguage  groups  there  were  no  illus- 
trations of  cooperative  stores  and  oil  stations  in  any  large  cities  organized  and 
successfully  operated  07  imerican  "born  English  spealcing  people.   We  believe  we 
have  now  discovered  the  techniques  of  successful  city  development.  All  over  Amer- 
ica today  the  process  is  going  on.   The  progress  toward  cooperation  in  cities  be- 
gins with  the  organization  of  a  Cooperative  Council  made  up  of  socially  minded 
individuals  who  start  studj'-ing  together  and  then  do  a  limited  amount  of  city  wide 
buying  of  such  products  as  coal,  laundry,  etc.,  which  are  delivered  on  a  city  wide 
basis.   The  members  of  the  Council,  after  training  themselves  both  theoretically 
and  practically  in  the  movement,  each  start  Study  Circles  in  their  ovm  neighbor- 
hoods, which  in  turn  develop  into  Buying  Clubs  and  at  length  into  Cooperative  Asso- 
ciations.  The  progress  is  as  rapid  as  the  groups  throw  up  their  own  efficient 
leaders,  which  is  the  hope  of  democracy.   The  third  step  takes  place  when  the 
Cooperative  Circles,  Clubs  and  Associations  reorganize  the  original  City-v/ide  Coun- 
cil over  into  a  body  of  delegates  ch.osen  'xfj   the  members  of  the  neighborhood  groups. 
This  delegate  body  then  has  the  responsibility  of  coordinating  the  educational  and 
business  functions  of  its  several  groups  and  eventually  develops  a  wholesale  v/here 
the  trade  area  justifies. 

I  would  urge  you  in  particular  to  read  the  pamphlet  "How  St.F.X.  University 
Educates  for  Action",  which  is  adi.utted  to  be  the  outstanding  illustration  on  the 
Horth  American  Continent  of  a  University  organizing  to  reach  out  to  the  people 
where  they  live,  with  an  adult  education  program  definitely  formulated  to  issue 
into  cooperative  economic  organization  among  the  people.  ITova  Scotia  may  yet 
prove  to  be  in  time  a  future  Acadia  and  not  a  poetical  vision  of  a  past  Utopia. 

A  Challenge 

We  have  pictured  four  heavens  in  the  v/orld's  history — The  Garden  of  Eden, 
the  Promised  Land,  the  I-Ieavenly  City  and  the  Cooperative  Commonwealth.   We  must 
make  heaven  a  reality  on  earth.   I  h.ave  spent  a  quarter  century  building  power 
farm  machiner7  to  produce  plenty.   The  job  of  business  is  not  only  to  produce  plen- 
ty but  to  distribute  plenty  among  all  the  people  and  prevent  poverty. 

After  speaking  before  a  group  of  ministers  some  time  ago  the  question  was 
asked  as  to  what  the  ministers  should  do.   One  of  the  ministers  answered  by  saying 
that  they  should  build  their  sermons  on  a  cooperative  instead  of  a  competitive 
base.   I  knov;  a  youjig  man  in  college.   He  went  for  tv-o  years  to  the  typical  Amer- 
ican college  where  he  v/as  taught  economics  from  a  competitive  viev^point.   Kow  he 
is  in  one  of  those  rare  schools  where  the  Professor  of  Economics  started  the  course 
off  with  the  statement  that  there  are  two  kinds  of  economics — competitive  and 
cooperative.  Tliere  is  all  the  difference  in  the  world.  No  matter  what  economic 
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subject  is  taught,  the  discussion  v/ill  Tdo  largely  different  r/hen  it  is  taught 
from  a  cooperative  non-profit  standpoint  as  compared  with  a  competitive  private- 
profit  standpoint,  whether  the  subject  "be  tariff,  tajcation,  money  or  what  not. 
Just  suppose  that  every  l.indergarten  child  started  off  with  the  simple  arithmetical 
problem  we  have  discussed  previously  and  the  question  v/as  raised  in  the  "beginning 
of  their  entire  school  course  as  to  "who  should  get  the  profits?"  Suppose  they 
were  taught  the  difference  hetv/een  all  the  people  as  consumers  "being  the  osiers 
as  compared  with  a  few  producers;  and  the  profits  being  distributed  on  purchases 
rather  than  on  stoch.   Suppose  likewise  that  children  were  taught  the  principles 
of  democratic  control  by  persons  rather  than  autocratic  control  by  property.  "Why 
should  educators  generally  not  teach  to  evorj'-  student  in  jimerica  the  simple  facts 
about  the  development  of  this  great  democratic  economic  movement  of  consumers' 
cooperation?   It's  true  Americanism  in  every  -.ray. 

Every  city  and  the  surrounding  couiitry-side  in  America  must  be  rebuilt 
over  into  a  "Cooperative  Commur-ity  Beautiful".   Thin  means  the  gradual  conversion 
over  of  utilities  in  the  form  of  water,  elctricity,  transportation,  communication, 
etc.,  into  cooperative  utilities;  it  m.eans  the  transformation  over  of  stores,  oil 
stations,  milh  dairies  etc.,  into  cooperative  industries;  it  merzis  the  clianging 
of  medical,  burial,  insurance  and  finance  services  over  into  consumer  cooperative 
owned  and  controlled  services;  it  means,  mry  I  also  suggest  and  advocate,  the 
conversion  of  the  churches,  schools  and  government  lihev/ise  over  into  more  demo- 
cratic cooperative  institutions.   It  means  Cooperative  Communities  where  everyone 
owns  his  ovm  farm  or  home  and  shares  in  the  business  and  bar^ring;  where  there  are 
no  rich  or  poor;  .--o  uncmplojinent ;  no  crime  or  war;  no  ignorance;  beautiful  homes, 
stores  and  factories;  a  community  full  of  the  fruits  of  leisure  and  culture;  music, 
art,  drama,  recreation;  people  v/ith  inspired  souls  and  informed  minds  in  strong 
bodies;  where  everyone  will  tnily  have  life  and  liberty  to  the  full  and  be  able 
not  only  to  pursue  but  to  achieve  happiness.' 

The  city  library  here  in  Amherst  is  uniq\iely  beautiful.  A  friend  of  mine 
invited  me  to  visit  it.   After  admiring  the  beauty  he  proposed  that  we  investigate 
as  to  v/hat  boohs  they  had  on  the  Consumers'  Cooperative  I.ioveraent.   I  suggested 
that -it  might  be  best  to  look  in  the  card  index  under  the  older  classification  of 
"Consumption  Economics".   We  did  so  and  found  on  the  card  this  wording  "Consump- 
tion— see  Tuberculosis".   Hay  I  suggest  to  you  that  consumption  is  more  than  a 
physical  disease.   It  is  the  major  economic  question  in  America — likewise  the 
major  political,  religious  and  educational  question  as  well,   ihen  the  problem  was 
production  in  a  day  of  scarcity,  v.'e  had  to  organize  as  producers  to  solve  it — now 
the  problem  is  consumption  in  a  day  of  plenty  and  we  must  orga^iize  as  consumers 
into  cooperatives  to  solve  today's  enigma  of  the  presence  of  appalling  povcrtj'-  in 
the  midst  of  potenticJ  plenty.  May  the  people  of  Hew  England  do  their  part  in 
solving  this  problem  in  a  democratic  wa;^.'   I  challenge  you  to  be  true  v,'atchmen  on 
the  wall  and  help  to  tell  America  the  facts  about  this  great  Consumers'  Cooperative 
Movement,  the  economic  expression  of  the  American  Dream — the  economic  orgmization 
of  liberty  and  equality. 
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Thursday  morning,  June  11 

SuTj.jcct;  Cooperation  for  All 

Chairman:  George  H.  Taylor,  Professor  of  Economics, 
iiniherst  College,  Amherst,  Mass. 

The  Credit  Union  Movcmont  in  the  United  States 

By  Otto  Wilson,  Relations  Division,  Farm  Credit  Admin- 
istration, Washington,  D.  C, 

I  confess  that  I  feci  slightly  guilty  this  morning  in  coming  h  ef  ore  3''ou 
to  talk  about  credit  unions.   It  is  indeed  carrying  coals  to  Newcastle  for  an 
outsider  to  "bring  a  credit  union  message  to  a  ITer/  England  audience.  New  England 
was  the  "birthplace  of  the  credit  union  movement  in  the  United  State^,.   Less  than 
a  hundred  miles  from  this  city  the  first  credit  union  in  the  country  was  set  up 
twenty-seven  years  ago.   Two  Massachusetts  men  are  chiefly  responsible  for  the 
growth  of  credit  unions  in  this  country  and  until  a  year  ago  the  v/hole  m.ovement 
was  directed  from  a  Boston  office.   So  I  am  afraid  you  \7ill  thiiik  I  am  more  than 
a  little  prcsuraptous  to  come  here  and  offer  to  tell  you  about  credit  unions. 
Still,  in  these  tv/enty-sevcn  years  the  credit  union  movement  has  spread  far  and 
v/ide,  and  has  enjoyed  an  immense  development.   So  you  may  excuse  me  somewhat 
from  the  charge  of  presumption  if  I  appear  simply  as  a  friendly  scout  coming  back 
to  headquarters  to  report  progress. 

I  want  to  dwell  this  morning  on  some  of  the  broader  aspects  of  the  move- 
ment rather  than  on  details  of  credit  union  operation.  But  before  doing  so  per- 
haps it  would  be  v,-ell  to  begin  at  the  beginning,  and  for  the  salce  of  those  of  you 
who  are  less  familiar  v/ith  the  subject  to  toll  you  first  what  a  credit  union  is 
and  then  to  sketch  briefly  the  development  in  t";iis  cuntry  as  it  has  gone. 

The  credit  union  lis  really  one  of  the  simplest  of  all  devices  we  have  dis- 
covered for  making  o-'dinary  living  easier  and  more  fruitful.   A  group  of  people 
merely  agree  to  put  their  savings  togetr.er  aiid  mc?ke  loans  to  each  ofner,  as  needed, 
out  of  the  common  pool.  That  is  practically  the  whole  story.   The  idea  is  so  sim- 
ple that  you  might  thini:  it  i/ould  have  been  put  into  common  practice  mar^  centuries 
a^o.  But  in  fa.ct  the  present  credit  union  movement  in  the  western  world  is  only 
eighty  or  ninety  years  old.   It  goes  back  to  ISUS  to  a  small  tovrn  in  Germany.  The 
mayor  of  that  tov/n,  Eriedrich  Raiffeiscn,  v.'as  profoundly  moved  by  the  sufferings 
and  penury  of  the  neighboring  peasants  due  in  part  to  the  tribute  they  paid  to  the 
usurious  loan  sharks  of  the  time.  He  orga:".ized  then  into  a  cooperative  credit 
society,  wluicli  workod  3,0   v/cll  that  the  idea  eventually  spread  first  to  all  parts  of 
Germany  and  then  to  Belgium,  Italy,  India,  Japan  and  other  countries  of  the  world, 
each  country  adapting  it  to  its  own  conditions. 

In  1900  the  first  credit  uaiion  v/as  established  in  Canada  by  a  Canadian 
journalist,  II.   Desjarc".ins.  Nino  years  later,  through  his  influence,  the  crcc'i.t 
union  made  its  entry  into  the  United  States  when  a  parish  credit  union  was  set  up 
in  Manchester,  Nev/  Hampshire,   llr.  Edv/ard  A.  Eilene,  the  Boston  merchant  and 
philanthropist,  became  interested  and  had  M.  Desjardins  come  to  Boston  for  a  con- 
ference with  the  Ivlassachusetts  state  "banking  commissioner,  Pierre  Jay. 
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In  1309 •  as  a  result  of  these  discussions,  t:ie  first  credit  union  law  in  the 
United  States  was  enacted  by  the  l.iassachusetts  legislature.   In  I913  New  Yorl: 
followed  suit  and  several  other  states  enacted  laws  at  about  this  time,  although, 
some  of  the  statutes  were  not  well  drawn  and  later  had  to  b'e  revised. 

But  the  real  period  of  development  in  the  United  States  began  about  1921 
when  llr.  Filene  joined  forces  v;ith  Mr.  R07  ?.  Bergengran  and  formed  a  promotion 
bureau  with  no  less  audacious  an  objective  than  the  covering  of  the  whole  United 
States  with  thousands  of  credit  unions,  and  the  bringing  of  this  country  eventually 
to  the  stage  of  credit  union  development  which  G-ermaiiy  and  other  foreign  countries 
had  reached.   lir.  Pilene  supplied  the  capital  (eventually  totaling  about  $1,000,000) 
and  stood  by  with  constant  encouragement  and  interest,  and  LIr.  3orgengren  directed 
the  work  and  did  a  large  part  of  it  personally.  The  fourfold  aim  of  the  Credit 
Union  National  Extension  3areo,u  was  first,  to  introduce  credit  unions  everyv/here; 
second,  to  secure  state  laws  permitting  the  chartering  of  credit  unions;  third,  to 
form  state  credit  union  leagues  which  would  spread  the  movement  locally;  and  fourth, 
to  join  the  state  leagues  into  a  strong  national  federation  which  would  foster  and 
support  the  movement  in  every  \Yay  possible. 

For  a  while  it  wa,s  hard,  sIovt  going.  Then  gradually  the  Extension  Bureau 
began  to  make  headway.   Good,  workable  credit  union  lo.ws  were  passed  by  one  state 
legislature  after  another  until  eventually  forty-one  states  and  the  District  of 
Columbia  were  prepared  to  chrjrter  and  supervise  these  cooperative  thrift  and  loan 
societies.  At  the  same  time  more  and  more  credit  unions  were  set  .^^^oing,  and  by 
1929  the  movement  r^d  attained  such  momentum  that  even  the  depression  which  began 
in  that  year  could  not  greatly  slow  it  down.   In  193^  Congress  pasned  the  Federal 
Credit  Union  Act  permitting  the  chartering  of  Federal  credit  unions.   At  about 
this  time  the  formation  of  many  state  leagues  and  of  a  national  association  rounded 
out  the  work  of  the  Extension  Bureau  and  in  1935  i't  wound  up  its  affairs,  handing 
over  the  leadership  of  tho  movement  to  the  Credit  Union  National  Association, 
which  nov;  >.as  its  headquarters  in  Madisou,  Wisconsin. 

So  the  credit  union  movement  in  this  country  was  brought  to  its  present 
st"^e — a  stage  which  represents  big  accomplisl'jncnts  but  much  greater  promise. 
There  arc  now  (June,  193^)  abotit  5iOC)0  credit  u:iions  in  the  United  States,  over 
1,500  of  which  hold  Federal  charters  and  the  rest  state  charters.  The  number  is 
growing  at  the  rate  of  some  I50  per  month.  The  total  membership  is  estimated  at 
about  1,000, 000, and  the  total  savings  of  members  in  the  form  of  shares,  in  rotJjnd 
numbers,  at  $100,000,000.  By  far  the  greater  nwnber  of  these  credit  ui^ions  are 
set  up  among  groups  which  have  common  employment  as  their  bond  of  association.  Of 
the  Federal  credit  unions,  which  are  fairly  rcprosentative  of  the  v;hole  number, 
such  occupational  groxips  represent  about  nine-tenths  of  the  total,  with  about  two- 
thirds  of  the  total  comprised  of  industrial  credit  unions  or  others  organized  among 
employees  of  business  concerns.   So  various  are  the  lines  of  business  and  other 
activities  represented  that  it  is  only  fair  to  say  that  credit  union  membership 
represents  a  good  cross-section  of  working  America. 

To  this  general  statement  one  conspicuous  exception  must  be  noted.   Rural 
areas  have  as  yet  been  but  little  touched  by  credit  union  organization.   The  Feder- 
al list  contains  only  about  thirty  ru.ral  residential  credit  unions,  and  out  of  the 
total  of  5.000  state  and  Federal  credit  unions  only  about  three  per  cent  are  rural. 
The  chief  reason  for  this  disproportion,  I  thir^Zc,  is  that  in  the  work  of  organi- 
zing ne\7  credit  unions  cit;/-  groups  have  presented  the  line  of  lease  resistance  and 
the  limited  resources  available  for  such  Tvork  have  naturally  been  directed  toward 
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these  groups  first.   I  v/is2i  to  dissent  strongly  fron  th.c  opinion  sometimes  heard 
that  credit  unions  arc  not  suited  to  rural  conditions.  Because  of  irreg-alarity 
of  farm  income  and  a  more  scattered  raemlDership  rural  credit  unions  require  some 
adaptations  of  the  usual  credit  union  practices,  tnit  vdth  these  slight  changes 
they  can  and  have  worked  well  among  farmers.  lEaert  is  evidence  of  an  av;alicned 
interest  in  rural  credit  unions  which  should  eventually  lead  to  their  establish- 
ment in  large  numljex-s.   Dujring  the  la.te  v/inter  and  spring  the  Farm  Cr:;dit  Admin- 
istration carried  on  a  survey  of  rural  credit  unions,  "but  the  results  are  not  yet 
ready  for  publication. 

So  stands  the  credit  union  movement  in  the  Unit.?d  States  today,  after  a 
quarter  of  a  century  of  growth.   But  I  distinctly  want  to  avoid  the  implication 
that  this  growth  has  \>zc^r^   simply  a  process  of  nature,  like  the  springing  up  of 
forests  in  unworked  soil.   On  the  contrary,  it  has  been  ch?.racterizod  first,  by 
long  years  of  couragcoua  effort  by  the  leaders  of  the  movement  and  a  growing  band 
of  volunteer  workers  throughout  the  land;  and  second,  by  a  constant  struggle  to 
hold  the  movement  to  souJid  lines.   I  cannot  dwell  at  any  length  on  either  of  these 
features  of  developracnt .  But  I  wa.nt  to  list  a  nxijiiber  of  the  principles  "hich  the 
years  of  experience  have  indicated  a,s  being  most  healthf\il,  if  not  indeed  vital, 
to  the  continued  strength  and  growth  of  the  movement.   These  principles  have  in 
general  been  incorporated  into  Federal  credit  union  policy,  and  practices  harmon- 
izing with  them  have  been  either  recommended  or  required  in  the  conduct  of  Federal 
credit  unions. 

1.  Credit  unions  are  ti-ue  coopci'ativcs.   They  mast  be  actuated  then  by  the 
genuine  cooperative  spirit.   To  a  remarkable  degree  this  has  been  and  is  being  kept 
to  the  front  'oj   credit  unions  large  and  small.   The  dividend  feature,  while  never 
ignored,  seldom  receives  any  special  emphasis,  a.nd  in  some  credit  unions  there  is 

a  strong  sentiment  for  reducing  the  annual  rate  in  order  to  lov/cr  the  interest  rate 
to  borrov;ors.   Tlie  Federal  pra.ctice  is  to  establish  6  per  cent  as  a  maximum  rate. 
Officers,  except  the  treasurer,  serve  without  pay  and  even  suffer  the  disadvantage 
of  being  denied  the  borrov/ing  privilege  enjoyed  by  other  members.  Both  these 
restrictions  are  requirements  of  Federal  la.w.   Treasurers,  v/hen  paid  at  all,  usually 
receive  little  more  than  a  nominal  salary.   Tlic  service  idea  is  constantly  empha- 
sized and  the  profit  motive  kept  subordinate. 

2.  TUhile  the  credit  union  serves  both  thrift  and  credit  needs  cf  its  mem- 
bers the  encouragement  of  thrift  is  constantly  emphasized  as  its  chief  function. 
Primarily  it  is  a  club  v;hosc  members  coopura,te  to  promote  savi:ig.   As  such  it  can 
claim  a  number  of  distinctive  advant:igos,  particularly  in  low-income  groups. 
First,  it  accepts  and  encourages  the  saving  of  the  sra  .11  driblets  of  the  v/orker's 
finances  which  otherwise  would  be  dissipated,  talking  deposits  as  low  as  25  ants. 
Second,  it  brings  the  savings  bank  to  the  v.'orker's  door,  affording  him  the  great- 
est possible  convenience  in  saving.   Third,  as  sho'.7n  by  its  record  over  a  quarter 
of  a  century,  it  offers  a  mo,ximaam  of  sri'et;'-  for  v:orkcr's  funds.   Fourth,  as  shov/n 
again  \)Y   much  actual  exocrience,  working  people  v.ho  join  a  credit  union  and  become 
interested  in  saving  are  constantly  urging  their  friends  and  felloT/  \7orkcrs  to  do 
likewise.   Fifth,  the  net  profits  resulting  from  the  use  of  the  pooled  savings, 
minus  an  adequate  reserve,  arc  returned  to  the  members  themselves. 

Some  years  ago  a  checkup  of  members  of  a  large  Ivlid-West  credit  union  of  the 
industrial  type  showed  that  S5  per  cent  of  its  members  Imd  never  before  ha.d  a 
savings  or  bank  account  of  a.ny  description.   In  encouraging  thrift  the  credit 
union's  objective  is  njt  so  much  the  accuimilation  of  loanr.blc  funds  as  it  is  the 
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formation  of  savings  liabits  "by  its  members.  Rci^larity  of  imlcing  deposits  rather 
tlian  the  saving  of  large  amounts  is  thus  the  chief  practice  urged  upon  mcmters. 
Even  when  loans  are  ocing  repaid  credit  unions  very  commonly  insist  that  the 
torrov/er  s'lall  make  a  small  deposit  to  his  share  account  with  each  payment  on  the 
loan,  so  that  when  it  is  liquidated  he  v;ill  have  foraied  the  hatit  of  regu.lar  sav- 
ing. 

3.   In  the  moiin^  of  loans  the  idea  of  actual  service  and  helpfulness  to 
the  "borrower  is  kept  constantly  to  the  front.  By  Federal  and  other  statutes  loans 
can  "be  made  only  for  "provident  and  productive"  purposes.   In  mailing  the  loan 
the  entire  financial  situation  of  the  applicant  may  "be  talren  into  accou-it ,  not 
necessarily  to  insure  the  safety  of  the  lor-i  "but  mainly  to  see  how  the  loan  v'ill 
actually  "be  of  "benefit  to  him.  llorc  credit  unisn  loans  are  pro"ba"bly  made  for  pur- 
poses of  refinancing  the  "borrov/or  and  consolidating  all  his  de"bts  into  one  than 
for  any  other  one  piu-posc.  By  means  of  this  refinancing  cou;itlcss  s:aall-incomo 
workers  have  "been  roscuod  from  a  hopeless  ta:-:glo  of  dc"bts  or  from  the  clutches  of 
unscrupulous  loan  sharks. 

h.      The  "basis  of  credit  ui^icn  operation  is  a  common  "bond  of  association  of 
mcra"bers  ,  practically  always  involving  a  wide  personal  acquaintanceship  of  mom'bers 
with  each  other's  character  and  financial  standing.   Tlie  Federal  authorities  must 
"be  assured  that  such  a  "bond  exists  in  a  given  group  "before  they  will  grant  a  cre- 
dit union  charter.   For  example,  charters  arc  very  seldom  granted  to  city  groups 
on  a  merely  residential  'oaGis,  tut  they  are  occasior^lly  set  up  on  a  territorial 
"basis  in  small  tov/T.s  and  country  districts,  where  raem"ber3  of  the  community  are 
usually  well  acquainted  'with  each  other. 

5.  The  credit  union  is  essentially  dernocratic  in  control.  Each  mem'ber  has 
"but  one  vote,  irrespective  of  t'le  size  of  his  shareholdings.   Directors  and  com- 
mitteemen are  elected  at  the  annual  meeting  of  the  meralDers.   The  by-lav/s  of  Fed- 
eral credit  -unions  require  the  president  of  tl-.e  credit  union  to  call  a  special 
meeting  of  the  mom'bers  on  the  written  request  of  ten  or  more  raem"bers,  and  "by  a 
two-thirds  vote  the  mem"bers  may  remove  anj''  officer,  director,  committeeman,  or 
employee  at  a  special  meeting  called  for  the  purpose. 

6.  Credit  unions  manage  their  own  affairs.   With  the  majority  of  credit 
unions  "being  organized  among  employees  of  "business  firms  it  mig!;:t  "be  expected 
that  executives  or  officials  of  the  firm  wuld  seek  to  manage  the  credit  union's 
affairs.   Sometimes  this  V-appens,  though  not  often.   In  most  cases  this  interfer- 
ence is  harmful  in  the  loiig  run,  and  it  may  "be  disastrous,  leading  eve-itually  to 
the  disruption  of  the  credit  union.  This  is  true  even  miero  the  management's 
intentions  in  talcing  a  hand  are  quite  disinterested.   In  nearly  all  cases,  >-owever, 
credit  union  memhers  have  full  direction  of  their  own  affairs,  and  a  strong  tradi- 
tion is  growing  up  against  an;^'  interference  from  ov.tside,  except  of  course  for  the 
usual  govei-nment  supervision. 

7.  Despite  a  very  frequent  need  for  more  capital  credit  unions  very  generally 
hold  off  from  permitti:ig  large  shareholdings  "by  arc"  one  individual.  Partly  this  is 
due  to  a  feeling  that  t"-.e  credit  union  does  itj3  work  "best  when  a  large  iTojnher  of 
small  contri'butors  supply  its  funds  rather  than  a  few  large  ones,  and  partly  to  a 
desire  to  avoid  aiiy  u:idue  influence  that  might  "oe  exerted  in  its  affairs,  even  if 
the  influence  is  an  indirect  one.   As  a  practical  matter  it  is  also  advir^ahle  to 
avoid  having  a  large  part  of  the  credit  uiiijn's  v/orking  capital  su'bject  to  with- 
drawal "by  any  one  individual. 
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8.  All  throTOe^-  the  credit  union  movement  it  is  recognized  that  credit 
unions  are  actually  "busii'.ess  orgajiizations  a^id  must  he  run  on  approved  husiness 
lines.   Credit  unions  arc  organized  as  stock  companies,  and  savings  of  members 
talcG  the  form  of  purchases  of  shares,  although  in  ahout  three-fourths  of  the 
states  having  credit  union  laws  memhers  may  also  moire  deposits  as  in  a  savings 
hank:,  receiving  a  stated  rate  of  interest.  Fcdera-l  credit  unions  may  not  accept 
deposits. 

Business  practices  prevail  throughout.  Bookkeeping  methods,  though  simpli- 
fied as  much  as  possible,  arc  fully  adequate.  Treasurers  and  others  who  handle 
money  for  the  credit  union  are  bonded.  Money  received  mast  be  promptly  deposited 
in  a  bank  having  deposit  insurance.  Federal  credit  unions  may  invest  their  funds 
only  in  loans  to  members  and  in  securities  whose  principal  and  interest  are  guar- 
anteed by  the  government.  The  whole  set-up  is  thus  designed  with  an  eye  to  sound 
operation,  and  in  actual  practice  there  is  every  disposition  on  the  part  of  offi- 
cials to  "keep  their  feet  on  the  ground". 

9.  Credit  unions  ?aavc  adlaered  closely  to  the  basic  principle,  implicit 

from  their  beginning  ne-orly  a  century  ago,  that  money  for  lending  should  be  supplied 
chiefly  or  entirely  from  members^  savings.   In  the  United  Staten  there  are  no  sub- 
sidies, either  by  state  or  Federal  government.  V.r.   Filene's  large  donations  havo 
been  made  entirely  for  advancing  the  general  credit  union  movement  end.   each  credit 
union,  once  established,  has  "lad  to  stand  on  its  own  feet  financially.   The  only 
departure  from  the  rale  of  mailing  loans  from  savings  comes  from  the  privilege  en- 
joyed by  credit  unions,  both  Federal  and  state,  of  borrowing  rioney.  But  the  amount 

of  such,  borrowings  is  restricted with  Federal  credit  unions  the  aggregate  amount 

at  any  one  time  may  not  exceed  one-half  of  the  capital  and  surplus.   This  borrowing 
power  is  frequently  used,  but  only  to  meet  special  demands  for  funds  for  loaning, 
and  there  is  no  disposition  to  go  extensively  into  a  regular  business  of  borrowing 
in  order  to  lend. 

10.  Credit  unions  are  often  affiliated  with  other  organizations  in  the  scnoe 
that  the  membership  of  an  organization  furnishea  the  field  of  membership  also  for 
the  credit  uni.in.   Federal  aixthorities  arc  watchful,  however,  to  sec  that  such 
organization  does  .lot  use  the  credit  union  simply  as  a  tool  to  advance  its  own 
interests  or  build  up  its  prestige.   Heretofore  this  danger  has  been  largely  avoid- 
ed.  ¥nen  an  organization  sponsors  a  credit  union  its  -mrpose  in  most  cases  is  sim- 
ply to  offer  an  additional  service  to  its  members  or  to  the  community  in  which  it 
works . 

11.  Credit  unions,  state  and  Federal,  adliere  very  closely  both  to  the  spirit 
and  to  the  letter  of  the  provision  fouiid  in  all  credit  union  statutes  that  loans 
shall  be  made  only  for  provident  and  productive  purposes.  Specifically,  the  lead- 
ing purposes  for  which  loans  are  usually  made  are  for  consolidating  existing  debts, 
medical  and  hospital  care,  obtaining  the  benefit  of  cash  disccunts  on  purchases  of 
coal,  automobiles,  etc.,  and  similar  useful  purposes.  The  general  idea  that  this 
cooperative  credit  is  to  be  used  in  as  helpful  a  manner  as  possible  runs  through 
all  credit  activities.  Under  the  Federal  law  if  a  credit  union  cannot  satisfy  all 
demands  for  looais  it  must  grant  the  applications  for  small  loans  first,  provided 
the  risk  is  nearly  equal.   Credit  conmittecs  take  their  duties  seriously  and  try  to 
see  to  it  that  the  money  of  their  fellow  v/orhers  is  put  to  the  most  adva:itageous 
use  from  the  point  of  view  of  actual  service. 


-^5^  3>^ 


Such  are  sone  outstanding  principles  of  action  which  credit  unions  in  the 
United  States,  after  mach  trial  and  error,  have  come  to  consider  as  cardinal  rules 
of  credit  union  health.   Credit  unions  in  .\incrica  have  not,  of  course,  conrpleted 
their  education.   The  process  of  experimentation  goes  steadily  on.  But  tliese 
principles,  commanding  general  agreement,  form  a  sound  "basis  for  wliat  promises  to 
"be  a  most  imposing  future  development.  The  central  idesi  of  the  credit  union  has 
of  course  proved  itself  valid  over  and  over  again,  among  diverse  races  and  in  all 
parts  of  the  glolDe.   Its  success  in  this  country  has  depended  on  the  wisdom  shown 
in  adapting  it  to  American  conditions.  Tlicre  is  no  room  for  doutt  that  this  work 
of  adaptation  lias  "been  well  handled  and  the  credit  union  is  now  fitted  to  "become 
one  of  the  most  useful  and  inspiringly  helpful  institutions  of  .kierican  life. 

Group  Payment  Lledical  Service^ 

By  R.  Y.   Rickcord,  Medical  Economics  Director,  The  Twentieth  Century  P-and, 
Inc.  ,  New  Yorh  City,  II.  Y. 

(The  following  stateiients  are  "based  on  investigations  and.   studies  of  the 
Twentieth  Century  Fund,  Inc.  in  the  field  of  group  payment  medical  service). 

The  Pro"blem 

Most  inciAviduals  need  and  should  secure  a  great  deal  more  medical  and 
dental  attention  than  they  receive  at  present,  prospective  pajnnents  to  physicians 
and  hospitals,  "because  if  their  extent  and  unprcdicta'oility,  create  a  tendency  on 
the  part  of  manj^  people  to  avoid  rather  than  to  secure  these  services. 

The  Oh.iective 

Plans  where"by  groups  of  persons  may  pay  their  sickness  expenses  "by  small 
periodic  payments  which  arc  within  their  means  seem  to  "be  essential.   The  addition- 
al medical  service  that  ouch  plans  encourage  would  ena'ole  the  majority  of  indivi- 
duals to  mrdntain  higher  health  standards  and  would  relieve  them  of  worry  concern- 
ing the  cost  of  illnesses.   Periodical  medical  examinations  and  more  frequent 
treatments  would  ol'irninate  many  serious  conditions.   Increased  earning  capacity 
for  many  individuals  shou.ld  result  from  these  improvements. 

For  employers  who  may  wish  to  assist  employees  in  developing  group  payment 
medical  service  ui:iits,  it  should  "be  stated  that  improved  health  standards  lead  to 
"better  work,  increased  production,  fev;er  accidents,  ahsences  and  latenesses,  and 
reduced  insurance  rates.   Improvement  along  these  lines  should  "be  of  economic  ad- 
vantage to  enployers. 

Employers  #io  provide  medical  facilities  for  employees  usually  confine  fnis 
service  to  the  treatment  of  minor  accidents  a;id  sicknesses  occurring  on  the  jo"b. 
The  opportunity  to  raise  the  health  standards  of  employees  is  often  missed  "by  the 
employer. 
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The  Method 


To  maintain  health  effectively,    inclusive  medical  service  at  smell  fixed 
monthly  charges  should  "bo  available  for  groups   of  individuals.      It   shoti.ld  pro'VT.de 
the  follovdng  items s 

Physical  examinations. 

Visits  to  and  ty  ph^'sicians  for  ordinary 

medical  conditions. 

Services  of  specialists,    as  needed. 

Hospitalization,   usually  in  a  four-hed  room, 

for  at  least   tvircnty-one  days  in  connection 

'vvith  serious  illnesses 

Surgical  services 

Dental  examinations  and  prescriptions 

Eye   oxpjranations  and  prescriptions 

I'ur^jir^ 

Laboratory  tests  gJid  analyses 

Drugs  and  'biologicals 

Health  literature  and  education 

Cost 


The  experience  of  existing  group  payment  medical  uiiits  indicn,tes  that  in- 
clusive service  can  "be  secui-ed  by  nodcratcly  sized  groups,  numbering  abou.t  one 
thousand,  for  subscriptions  of  50^  per  woch  from  each  member. 

Organization 

The  orgon.ization  required  to  conduct  these  activities  may  be  an  association, 
with  a  Board  of  Tinistees  and  an  Executive  CoiiLiiittee,   In  groups  of  moderate  size, 
the  operating  officers  should  include,  on  a  full-time  basis,  a  medical  director 
and  an  adjuinistrator  to  handle  business  details.   It  is  iiTiportant  that  the  pro- 
fessional staff  be  free  to  concentrate  on  medical  procedure. 

Low  subscription  rates  require  that  the  group  imist  be  of  average  health 
standards  at  the  start.  A  group  of  invalids  could  not  be  treated  at  the  state  sub- 
scription rates.  The  usual  rencd;^'  is  to  insist  of  acceptance  of  a  plan  by  a  spec- 
ific percentage  of  the  individuals  to  Vihom  it  is  offered. 

Medical  Director 

In  addition  to  the  supervision  of  all  medical  activities,  the  functions  of 
the  medical  a.irector  should  include  the  appointment  of  other  physicians;  selection 
of  surgeons,  specialists  and  hospitals;  arraiigemcnt  of  special  rates  for  glasses, 
drags  and  appliances;  ojnd  such  routine  treatment  as  he  himself  may  decide  to  give. 

Procadure 

The  first  step  in  providing  cooperative  medical  service  is  for  a  group  of 
individuals  to  detcrrnino  whether  they  -.vish  to  develop  these  activities.   If  a  de- 
cision is  made  affirmatively,  other  persons,  possibly  members  of  an  existing  group, 
may  be  approached  and  rcciucsted  to  indicate  whether  they  vrould  subscribe  for  such 
a  service.  The  prospective  subscribers  may  appoint  representatives  to  develop  the 
necessary  arrangements  and  to  carry  tr.e  work  along  to  the  point  of  actually  malcing 
the  service  a.vailablc. 
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The  Twentieth  Century  Fu.nd,  Inc. 


The  Twentieth  CcntuiT  Fund,  Inc.  is  interested,  as  a  natter  of  pablic  ser- 
vice, in  raising  the  ":.calth  standards  of  incUviduals,  assisting  then  to  increase 
their  span  of  life,  raisi:ig  their  efficiency  and  thus  helping  to  improve  their 
econonic  welfare.   The  ]?und  is  glad  to  advise  and  cooperate,  on  a  voluntary  "basis, 
with  interested  organizations  in  the  development  of  group  pa;;Tnent  medical  service 
units. 


The  Cooperative  Consumer  Iwovemont 

By  R.  L.  Smith,  Secretary,  Eastern  Cooperative  League, 
New  Yorh,  rT.  Y. 

Man^'  tj'pes  of  Consumers'  Cooperatives  are  already  functioning  successfully 
in  this  country.   Pood  stores,  gas  sto.tions,  hospitals,  rcsto.urants,  hal^eries, 
housing  developments  and  even  "burial  societies  arc  a  few  of  the  existing  patterns 
waiting  to  he  stamped  out  a,ll  over  the  nation.   Cooperatives  are  now  first  in  rural 
areas  and  second  in  the  entire  state  in  the  distribution  of  petroleum  products  in 
Uorth  Dal:ota  and  Minnesota.   Competition  of  Dig  "business  can  he  met. 

In  food  distrihution  likev;isc,  the  efficiency  of  the  cooperatives  "las  heen 
amply  demonstrated.   In  Cloquet ,  lunnersota  for  example  the  Cooperative  operates  on 
a  gross  margin  of  lUfo  and  returns  4^  to  t'-.e  Consumer  in  patronage  rcfuiids.   7/h.en 
compared  with  the  Harvard  Business  School  figures  of  the  average  for  the  county, 
this  represents  a  total  saving  of  12^.   Continued  depression  pains,  political  dis- 
illusionment and  wide  spread  iDuhlicity  through  magazines,  papers,  ^0  03:3  and  Kaga- 
wa's  speaking  tour  are  factors  making  for  the  present  rapid  developments  of  Con- 
sumers' Cooperatives. 

The  development  of  new  Cooperatives,  points  increasingly  to  the  necessity 
for  three  stages  in  urhan  areas.   First,  the  formation  of  discussion  groups  in 
v/hich  the  i'.istory,  principles,  methods  and  possibilities  of  Cooperatives  are 
thought  through.   Next  the  undertaking  of  imrc^-asing  functions  as  a  huying  cluh. 
And  finally  the  cstahlishing  of  a  retail  enterprise  when  memhersliip ,  education  and 
husiness  experience  point  tovrard  success. 


DISCUSSION  -  By  Charles  W.  Manty,  President ,  United  Cooperative  Society, 
Majmard,  llass. 

The  United  Cooperative  Society  of  Ilaynard  was  fouiided  in  I907  "by  a  group  of 
fifty  or  sixty  millworkers  who  had  I:ad  practical  erpcricnce  v;ith  the  coopera,tive 
movement  in  their  native  Imid.  This  group  was  a"ble  to  accumulate  a  capital  of 
approximately  $1,600.   With  this  capital  they  set  up  a  grocery  store  and  at  the  end 
of  the  first  year,  tliis  venture  s'nowed  a  net  gain  of  approximately  $250.00.  During 
the  yee-rs  ISOS,  I909  and  I9IO  there  was  a  slow  "but  gradual  increase  in  the  society's 
"business,  so  that  in  1912  the  mem"bers  of  the  society  decided  to  purc>.ase  their 
o^vn  property,  that  "being  the  property  on  which  the  main  store  is  hou.scd  at  the 
present  time.   The  rcmarka"ble  part  a"bout  this  was  that  they  doxed  enough  to  take 
out  a  nortgp^e  on  a  $20,000  investment  after  having  "been  in  "business  "out  a  few 
years  and  showing  very  little  profit. 


In  191^.  demands  arose  from  memlDers  aslring  for  a  milk-pasteurizing  plant. 
The  methods  of  distri'Dutiiig  and  handling  mil!:  in  the  community  were  on  a  very  low 
level  and  various  epidemics  of  sickness  v/ere  prevalent.   This  venture  into  the 
dairy  "business  was  one  of  the  mosxy   successful  steps  tal:en  hy  the  society.   There 
is  an  interesting  story  in  conjunction  vdth  tl-.e  dairy.   In  1935.  with  the  estab- 
lishment of  the  Mill'  Control  Board,  o.   siih  .equent  increase  in  the  price  of  milk 
was  brought  about.  The  United  Cooperative  Society  protested  against  this  price 
increase  to  the  consumer  and  submitted  a  personal  protest  to  the  Milk  Control 
Board  showing  how  this  rise  in  the  price  of  milk  was  uncalled  for  and  that  the 
society  would  still  be  able  to  maire  a  substantial  profit  oy   continuing  to  pay  the 
farmer  the  high  price  of  seven  cents  a  quart  and  charging  the  consumer  tv/elve 
cents  a  quart.   These  figures  were  interpreted  by  the  Llilk  Control  Bo>ard  as  not 
being  bona  fide  and  the  society  iiad  to  increase  its  price  on  milk.   Tliis  increase 
in  the  price  of  milk  resulted  in  a  very  substo.ntial  gain  which  consequently  was  pro- 
rated back  to  the  consumers  in  proportion  to  their  purchases. 

ilnother  interesting  protest  in  connection  with  the  dairy  was  the  petition 
that  was  sent  in  to  the  Hilk  Control  Board  insisting  that  the  United  Cooperative 
Society  was  selling  a  too  high  quality  milk  for  the  prevailing  price  and  that  they 
were  thereby  creating  a  form,  of  unfair  competition  to  the  various  other  milk  deal- 
ers in  the  vicinity.   This  protest,  however,  was  onlj^  instininental  in  bringing  a- 
bout  a  very  valuable  amount  of  publicity  for  the  society. 

Daring  the  World  Wox  the  increase  in  the  price  of  co^al  prompted  the  members 
of  the  society  to  purchase  their  coal  jointly  and  thereby  thcj^  v/cro  able  to  mcke  a 
substantial  so,ving  on  this  item  a.nd  the  society  has  since  then  continued  this  prac- 
tice of  selling  various  types  of  coal  to  its  members. 

G-rain  is  also  an  important  item  sold  by  the  society,  this  service  being 
brought  about  by  a  demand  on  the  part  of  the  producer  members  of  the  society  and 
this  service  is  also  a  very  successful  one. 

In  1926,  with  the  increo-se  in  'Dusiness,  the  society  purchased  a  branch  store 
that  was  considerably  closer  to  the  residential  section  of  the  to^ivn  and  was  there- 
by able  to  give  better  service  to  the  members  of  the  society  living  in  that  end  of 
the  town.   This  store  was  razed  in  193^  and  an  imposing  and  beautiful  structure  was 
built  on  its  site  and  today  serves  as  a  landinar:-:  to  both  the  cornrauLuty  as  well  as 
to  the  cooperative  movement  in  general. 

In  193^.  a  gasoline  service  station  was  set  up  and  this  ventuTo  of  the 
cooperative  has  proven  a  verjr  successful  one. 

At  the  present  time  there  are  aroproximatcly  1,100  members  fi'om  all  walks  of 
life  belonging  to  the  society  and  the  ratio  of  a  preponderant  amount  of  Finnish 
members  has  been  changed  to  such  an  extent  that  the  membership  at  the  present  time 
is  hSfo   Finnish  speaking  and  52^  non-Finnish  speaking.   Shares  sell  at  a  market 
price  of  $5.00  and  pay  a  fixed  rate  of  interest  of  five  per  cent. 

The  interest  in  the  cooperative  movement  that  'l~^.s   been  brought  aboii.t  in 
recent  years  will  no  doubt  bring  about  a  great  increase  in  cooperative  membership 
in  Maynard,  as  well  as  in  other  com!-.mritics  where  cooperative  organizations  have 
been  set  up. 
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SuT3.1ect:  ProdTicer-Cons-ujner  Cooperative  ProMems 

Chairman;  Howard  S.  Russell,  Secretary,  Massachusetts  State  Farm  Bureau 
Federation,  Waltham,  i.Iass. 

Extending  the  Cooperative  I.Iovernent 

By  A.  B.  r.IacDonald,  Extension  Department,  St.  Francis  Xavier  University, 
Antigonish,  Jlova  Scotia. 

As  you  notice,  the  title  of  the  topic  that  I  was  to  speak  on  this  afternoon 
is  "Extending  the  Cooperative  Movement",  "but  after  talking  with  quite  a  number  of 
individuals  among  you  this  morning  I  decided  to  tell  the  story  of  what  we  are  try- 
ing to  do  in  Eastern  ilova  Scotia  as  I  thini:  the  story  of  that  underta2-cing  and  how 
and  in  what  manner  the  coopex'ative  movement  is  "being  carried  on  there  will  "be  more 
timely  and  of  more  interest. 

In  order  to  see  the  picture  more  clearly  it  might  "be  v/ell  to  know  something 
of  our  small  college  and  the  locality  which  it  serves.   The  area  is  riiade  U7p  of 
seven  counties  with  its  several  varieties  of  workers,  -  fishermen,  farmers,  miners, 
lum"ber-mcn,  etc.  ,  a  rather  mixed  group  indeed.   Tiiere  were  rum-runners  "out  they 
have  lately  disappeared.   Many  of  the  men  arc  engaged  in  varioxis  occupations,  of 
which  the  fishing  and  farm.ing  group  is  the  largest.   St.  Francis  Xavier  College  is 
trying  to  work  out  an  extension  service  for  all  these  people,  a'bout  120,000  in  mim- 
"ber.  20,000  of  these  are  r:iincrs  and  six  or  seven  thousand  are  employed  in  the  steel 
plant. 

For  many  years  the  authorities  of  St.  Francis  Xavier  College  felt  that  in 
addition  to  "bringing  in  two  or  three  hundred  "ooys  each  term  and  giving  them  degrees 
in  arts  and  science  ,  they  should  reach  out  to  the  iJeoplo  in  the  communities;  that 
they  should  extend  their  "benefits  to  these  people,  and  render  some  assistance  to 
the  rank  and  fila  in  order  to  help  them  solve  their  economic  and  social  pro'blcms. 
Six  years  ago  it  was  definitely  concluded  that  a  certain  amount  of  extension  work 
along  those  lines  "be  carried  out  as  an  experiment.   In  1931  this  Extension  Depart- 
ment was  organized.  At  the  outset  two  people,  Dr.  Coady  and  myself,  v;cre  responsi- 
"ble  for  the  working  out  of  a  program  and  we  did  evolve  a  plan  which  we  considered 
would  "be  in  the  "best  interests  of  the  ranlt  and  file.   The  major  ohjectivc  was,  as 
in  other  countries,  rcha"bilitation  of  mral  districts. 

In  1930  we  worked  out  a  plan  we  thought  would  —olp  in  a  great  measure  to 
"bring  a'bout  our  o"bjectivc.  Wo  wore  not  concorncd  vcrj'-  much  with  the  fairly  ?/cll- 
to-do  farmers,  fishermen,  or  industrial  workers.   Wc  had  learned  from  experience 
that  it  wasn't  the  right  place  to  "begin.  Before  coming  to  St.  Fr:aacis  Xavier  I 
had  "been  interested  in  agricultural  work,  mostly  among  the  20^^   of  the  fairly  well- 
to-do.   In  the  U-H  Clu'bs  wc  usually  worked  with  those  who  were  fairly  v/ell  educa- 
ted and  a"ble  to  look  after  themselves.  But  in  organizing  the  extension  dep-^-rtment 
wc  decided  that  work  should  "be  carried  on  among  the  80^  who  vreru  poor,  struggling 
and  without  the  opportunity  of  working  out  a  living  that  would  "oc  at  all  coraparahlo 
to  that  enjoyed  "by  the  other  20*b.   Our  extension  service  vras  organized  for  the 
common  people  who  were  finding  it  difficult  to  raaire  a  living  and  still  more  diffi- 
cult to  make  life  worthwhile. 


Wg  thought  the  fuiidamcntal  thing  to  do  in  tackling  the  joh  was  to  see  that 
more  dollars  fotcid  their  \va;>'-  into  the  pockets  of  the  people.   For  you  cannot  im- 
prove the  social,  cultui-al,  and  political  conditions  of  a  people  until  you  'navG 
advanced  a  scheme  whereby  they  control  thoir  economic  life.  A:id  this  scheme  must, 
in  the  main,  he  crxried  on  "by  themselves.   The  .joh  of  ■betterment,  in  the  final 
analysis,  must  he  tackled  a:id  "brought  to  a  finisJ:  hy  the  people  themselves. 

Fnat  were  the  capabilities  of  the  people  in  bringing  this  about?  We  found 
that  their  education  and  social  contact  was  so  neglected  that  it  was  futile  to 
think  that  thej"-  themselves  could  solve  their  ov/n  problems.  Jifter  all  wo  found 
that  many  of  these  people  were  fifth  graders  as  far  as  formal  education  was  con- 
cerned.  They  had  no  outside  social  contacts  and  t'neir  entire  outlook  was  rather 
limited.   The  situation  v/as  quite  appaling.  Undoubtedly  you  will  find  the  same 
conditions  in  all  countries,  with  people  fairly  comparable  to  those  we  are  working 
with,  men  and  women  of  ui^awakoned  and  unrealized  intelligence  and  purpose.  As  we 
surveyed  the  field  and  studied  the  situatioil  wc  concluded  that  these  folk  could 
not  solve  their  own  problems,  social,  economic,  and  political,  until  they  were 
educated  as  to  the  nature  and  solution  of  these  problems  and  until  they  could  have 
their  ovm  organizations  or  economic  set-ups,,  t7e  concluded  finolly  that  since  this 
was  the  case  and  since  adult  education  vra-s  so  essential,  we  had  to  get  out  to  the 
people  and  help  thom  obtain  a  normal  under stanci:ig  of  the  whole  situation  that 
would  enable  them  to  run  societies  to  their  own  satisfaction  and  to  make  life  bet- 
ter as  a  result, 

Ihat  technique  must  be  follov/ed  in  order  to  carry  through  such  an  education- 
al program?  We  thought  it  useless  and  impossible  to  gather  these  people  into 
college  communities,  or  to  carry  on  courses  with  them  in  the  ordinary  wey.   Tliey 
did  not  have  the  courage  or  enthusiasm  to  come  in  and  did  not  have  the  facilities. 
So  we  went  out  to  them.   Tnerevcr  possible  v/e  organized  them  into  little  congeniEil 
and  informal  working  groups,  called  "study  clubs."  We  went  into  the  various  dis- 
tricts and  got  groups  of  six  or  eight,  or  a:iy  :'.uraber  we  could,  to  come  together 
in  any  way  at  all.   Our  immediate  object  waG  to  get  a  few  together  all  over  the 
place,  to  read,  discuss  and  swap  ideas  once  a  vqc>,     We  thought  that  was  th.e  proper 
v/ay  for  them  to  acquire  th.e  irJ"ormation  necessary  to  spur  them  on  to  the  discovery 
of  the  solution  of  their  every  day  proplems.   We  liave  been  able  to  get  several 
thousands  of  people  into  these  groups.   It 's impossible  to  give  accurate  statistics 
but  v/e  have  about  9OO  study  clubs,  embracing  approximately  10,000,  eiigaged  in 
studying  the  literature  we  supply  thom. 

When  v/e  started  these  clubs  we  felt  it  was  ;-.occssary  to  give  them  startling 
and  arresting  information  to  awalien  thcan  to  the  realization  that  they  could  do 
s-omet/^ing  for  themselves,  and  that  the  old  economic  order  had  undergone  radical 
changes.   We  also  tried  to  got  them  to  realize  t:iat  there  arc  real  vital,  social 
changes  going  on  and  that  the  v/orld  is  really  at  a  critical  point  in  its  history; 
that  the  people  themselves  had  to  build  up  a  nev/  social  order  for  themselves;  and 
that  the  best  social  order  they  could  get  was  that  so  excellantly  portrayed  by 
Mr.  Bov/on  last  night,  -  "the  cooperative  comr-iunity  beautiful".   We  told  them  also 
that  they  had  a  big  fight  on  their  hands.  They  are  realizing  this  more  and  more 
as  they  go  on  and  are  putting  up  a  pretty  stiff  scrap  in  getting  their  cooperatives 
under  vvay  and  keeping  them  headed  for  the  ultimate  goal. 
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Tliese  are  some  of  the  ideas  \io   placed  "before  the  people.   It  is  not  aii 
easy  thing  to  get  adults  to  study.  But  a  skilled  teacher  vdll  use  all  sorts  of  com- 
"biiiations  to  motivate  her  class.  You  must  use  all  these  in  the  field  of  adult 
education  'bofore  you  arc  going  to  get  tr.e  older  people  to  study  their  pro-olcms. 
We  thought  the  "best  combination  was  study  linlzed  up  v/ith  practices.   We  'believed 
that  if  the  cooperatives  could  he  li:iked  up  with  an  examination  or  stud^j'-  of  theo- 
ries, the  adults  v/ould  he  motivated  to  study.   So  far  it  has  worked  out  splendid- 
ly.  We  couldn't  have  acJiicved  hotter  results  if  v/e  had  gone  out  and  asked  farmers 
to  study  that  phase  of  the  iv.R.A.  or  the  Banlring  Act,  which  affected  them  directly. 
And  we  couldi:i't  have  done  it  hy  going  out  ccid  telling  them  simply  that  if  they 
would  go  at  it  they  v/ould  save  money.  There  hxid  to  he  something  more. 

We  have  set  hcfore  these  people  a  goal  or  an  ohjcctive  and  stimulated  them 
to  go  ahead  by  studying  and  then  "by  organizing  a  cooperative  enterprise.   If  we 
are  going  to  talk  about  educating  adults  at  all  v/c  have  to  realize  that  they  must 
be  motivated  by  tying  up  study  with  real  objectives  and  goals,  with  practioial 
things  that  the  people  can  carry  through  for  themselves,  by  themselves. 

Out  of  these  900  study  clubs  what  have  they  done?  Have  they  carried  on  so 
far  and  then  stopped?   Or  >.avc  they  carried  it  further  into  Bome  new  field  of 
study  and  endeavor?  They  have  carried  it  further  into  new  fields  and  very  satis- 
factorily indeed. 

Regarding  the  crcd.it  union  development:  In  brief,  the  people  after  three 
and  a  half  years  of  this  study  group  work,  have  orgrjiized  seventy  unions.   During 
the  past  six  weeks  35  -lew  ones  v/'ore  orga;iized.   I.ir.  Filcnc  became  interested  in 
our  program  and  Mr.  Bcrgengran  visited  us.  He  assisted  us  to  organize  the  first 
credit  union  in  1933  which  we  called  the  Filene  Union.   From  1933  on,  the  people, 
to  the  number  of  12,000,  organized  those  seventy  unions  and  saved  up  $250,000. 
The  people  consider  that  quite  an  accomplishjnent.   Jjid.  it  is  quite  an  o.ccomplish- 
ment  for  people  who  never  had  oi^vnership  or  control  of  such  an  amount  before. 

The  credit  union  movement  is  still  small  but  we  arc  satisfied  vdth  the  fact 
that  over  such  a  short  period  of  time  the  people  have  become  so  interested.   They 
usually  orga::iizo  their  unions  during  the  spring,  following  study  during  the  winter 
months.   That  is  T/hy  v;c  have  so  many  organized  dn.ring  the  past  two  months  of  this 
year. 

We  are  now  pretty  well  convinced  that  if  you  wish  to  talvc  control  of  a 
small  to\7n,  city  or  comiTTunity,  and  wish  to  bring  about  a  rebirth  and  development 
of  that  community  into  one  you  are  likely  to  be  proud  of,  it  requires  very  little 
capital.   It  requires  only  the  savings  of  the  people,  I.ioreover,  since  it  is  or- 
ganized for  a  specific  group,  you  have  a  means  of  developing  the  sociability  and 
friendliness  of  the  people  whom  you  can  get  at  in  no  other  way.   There  is  a  common 
problem  for  people  working  here  in  the  U:iitod  States.   It  is  just  the  principle 
that  will  start  a  progressive  community. 

Take  for  example  one  small  locality  of  a  hundred  farmers  whjo  never  had 
sufficient  money  for  their  needs.   In  the  spring  of  1935  thej^  called  upon  the  De- 
partment of  Agriculture  for  money  to  finance  the  baying  of  seeds,  fertilizer,  etc., 
before  starting  to  plant.   In  Uaj''  1935  they  organized  a  credit  union,  Before  I 
left  the  office  this  week  I  received  their  raonthl.y  report  v/hich  showed  a  member- 
ship of  one  himdred  with  savings  of  $2500.  The  age  limit  of  that  union  ranges 
from  five  to  eighty-five.   Children  with  their  pernios  for  candor  and  grnnd-parents 
who  are  getting  the  old  age  pension  arc  adding  extra  money  to  the  community  pool. 
They  are  nov;  able  to  finance  fertilizer,  seed  and  feed  themselves. 
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I  tallced  with  the  county  agent  regarding  another  ilace,  Johnstown,  and 
he  told  me  that  it  had  been  helplessly  "behind  in  its  payment  of  tajces.   This  year 
it  is  leading  every  other  coinr:;iunity ,  thanlcs  to  the  small  savings  in  its  credit 
union.   That  transformation  was  brought  about  by  tl'.e'  organization  of  that  coopera- 
tive entei-prise  and  the  av.'s^cening  of  that  spirit  v/hich  is  going  a  long  way  in 
the  bringing  about  of  happiness. 

Talk  of  cooperative  interest,  -  the  big  job  will  be  to  heep  the  people 
back.   As  another  instance,  corisider  the  3ydney  steel  workers  v:ho  organized  their 
credit  union  about  two  years  ago.   They  now  have  $30,000  in  savings.   They  never 
Would  have  saved  that  money  if  there  were  no  credit  union.   Di.iring  April  $7,000 
was  loaned  to  50^  of  the  members  and  when  I  asked  this  question,  "Wliat  percentage 
of  the  people  who  borrowed  that  $7,000  could  go  to  some  loan  agency  and  have  their 
credit  needs  properly  cared  for?",  the  coujity  agent  replied,  "l\^ot  one  of  them 
could  go  and  get  proper  credit  at  reasonable  rat^s  for  their  everyday  noedc.  They 
are  too  poor. "  • 

That  same  group  has  gone  on  to  the  development  of  a  cooperative  store. 
If  wo  are  going  to  start  any  town,  city  or  village  on  its  v;ay,  I  believe  that  the 
credit  union  is  the  first  and  easiest  step.   It  suppli'js  needed  capital  and  cour- 
age. And  it  develops,  amor.g  other  thing'5,  that  sociability  and  fellowship  that 
is  necessary  if  wc  arc  goirig  to  do  the  job  in  the  right  xib:j, 

I  think  that  during  the  past  three  years  we  ?:ave  opened  almost  twenty  con- 
sumer coopera.tivc  stores.  The  largest  is  at  l\Tev;  Watcrford  where  two  hundred  miners 
started  the  project.   The  membership  is  now  dofhlcd;  they  arc  doing  an  annual  busi- 
ness of  $30,000  and  plans  are  now  complete  for  the  erection  of  a  new  and  larger 
building  on  the  best  business  site  in  town.   They  did  f-.is  by  borrowing  m.oney  from 
their  credit  union,  paying  off  their  debts  to  private  dealers,  and  then  going  a- 
cross  the  street  and  buying  shares  in  their  omi  cooperative  store. 

Many  of  the  cooperative  stores  are  to  be  found  among  the  fishermen.  The 
region  in  which  wo  arc  working  is  almost  entirely  surrounded  by  v/atcr  and  indented 
vYith  numerous  ba;;,''s.   One  of  the  main  pursuits  along  this  extensive  coast  is  the 
fishing  and  packing  of  lobsters.  Thousands  of  fishermen  spend  several  months  of 
each  year  at  this  work.   Tl'.cy  used  to  bo  located  in  small  groups,  each  v,'orkin^  in- 
dependent Ij'  of  the  other,  depending  entirely  upon  the  private  packer  v^o  came  into 
the  corjrrunity  to  operate  his  private  factory.   Ee  advanced  these  people  the  nec- 
essary equipment  provided  they  turned  their  lobsters  in  to  him.   T'ley  had  to  buy 
their  supplies  from  this  private  packer  at  retail  prices  and  then  rely  upon  him  for 
whatever  wholesale  price  he  v/ould  give  them  for  their  fish.   Since  his  prices  were 
rarely  just,  these  people  wore  always  in  debt.   In  95/o  of  these  comrainities ,  viien 
the  lobster  season  was  over,  25/°  of  the  fishermen  were  still  in  debt  to  tr.e  packer. 
They  organized  their  own  cooperative  factories  and  their  own  cooperative  stores, 
and  soon  realized  that  rui'rr.ing  their  own  business  v/as  not  the  difficult  task  they 
had  been  led  to  believe.  They  are  now  co:afident  that  they  can  do  more  for  them- 
selves, since  the  fishermen  in  one  hundred  comrminities  arc  no'.v  packing  tl-.cir  catch 
in  their  ovm  cooperative,  netting  at  least  three  cents  more  per  pound  than  they 
did  in  "the  good  old  dcys".   In  Havre  Boucher,  v/hcre  fifty  per  cent  of  them  were 
alv;ays  in  debt,  they  organized  a  factory  and  began  selling  their  lobsters  coopera- 
tively.  Last  year,  after  four  years  activity,  the  fifty  members,  after  :;iaking  a 
careful  study,  concluded  that  they  had  nade  $11,000  which  remained  in  and  for 
their  own  comma;iity. 
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I  notice  an  improvcncnt  among  the  people  vzho  arc  Iteopiiig  thousands  of  dol- 
lars in  their  communities  through  their  own  cooperatives.   They  arc  now  putting 
their  fish  up  in  special  pacl;"j?,ges,  learning  nev:  and  "better  ways  of  processing  and 
marketing  it.  A  group  of  fishermen  who  npvcr  enjoyed  a  good  market  "before  are  now 
certain  of  one.   ITliat  is  more,  thej'-  are  well  pleased  v/ith  their  efforts,  "because 
they  are  doing  a  good  jo'b  of  putting  fish  up  in  a  "better  v/sy,  sci'ving  the  public 
with  a  far  superior  product,  and  "bringing  nc\7  "benefits  to  their  communities.   In 
the  same  v/ay  farmers  marketing  associations,  and  lum"ber  marketing  associations 
have  "been  formed.   Mines  in  Nova  Scotia  usq  imich  pit  lujn'ber.  Steel  and  coal  com- 
pany lumber  supplies  were  formerly  handled  privately.  How  about  fifty  per  cent  of 
this  business  is  going  through  the  cooperatives.  Along  the  stme  lines  livestock 
and  vegetable  marketing  associations  have  been  formed. 

The  general  rcsiilts  of  all  this  organization  arc:  we  still  feel  quite  con- 
fident that  knowledge  a:id  information,  the  dissemination  of  ideas,  is  the  most  vi- 
tal force  that  can  be  set  free  in  getting  people  into  action.   TTicn  people  got  i- 
deas  they  will  act.   It  is  the  d^j'namic  idea  t>o.t  v/ill  start  a  co"-imunity  on  to  act- 
ion.  Then  the  faster  a  people  ;7ill  move  the  greater  v/ill  be  the  reaction,   ^e 
feel  that  this  is  true.   It  is  one  of  the  results  wg  have  observed  in  our  adult 
educational  progrcja.   T/e  have  also  noted  an  improvement  in  technique  and  conditions 
as  a  direct  result  of  the  fact  that  from  this  wiole  cooperative  set-up  there  are 
more  dollars  finding  their  way  into  t'ne  pockets  of  the  workers;  dollars  that  are 
the  first  tangible  sig;i  of  success;  dollars  that  buy  him  :-ot  only  needed  feed,  seed, 
and  fertilizer,  but  needed  recreation,  such  as  a  radio  can  supply,  and  needed  edu- 
cation for  his  children,  as  well  as  that  very  important  freedom  from  debt  which 
brings  with  it  a  greater  opportunity  to  exploit  new  fields  of  endeavor,  to  develop 
by  trial  and  experiment  the  whole  man.   The  participation  in  economic  affairs  is 
leading  on  to  the  cultural  and  educational  n.ctivitics  of  the  people.   There  is  a 
real  intellectual  and  spiritual  aiiricening  among  them.  Upon  m^'-  return  to  "ova  Sco- 
tia I  must  assist  in  the  opening  of  an  up-to-date  library  that  our  study  club  mi- 
ners are  calling  for.   T^.at  indicates  the  worthwhile  trend.   It  is  a  grand  thing. 
We  notice  thia.t  the  poor  folk  particularly  are  becoming  more  inquisitive,  more  self- 
reliant  and  developing  confidence  in  themselves  and  getting  away  from  the  idea,  of 
public  relief  and  government  aid. 

In  Louisdalc,  for  instance,  the  people  arc  nov/  supplying  their  own  needs, 
rather  than  depend  on  government  relief  as  ninet3'-  per  cent  of  them  did  before  a 
credit  union  grew  up  in  t":.eir  midst. 

All  these  people  are  looking  forward  to  greater  developments.  We  are  having 
four  regional  conferences  v/ithin  the  next  fev;  weeks  where  delegates  from  all  the 
cooperatives  will  come  together  to  discuss  plcais  for  a  cooper<ative  wholesale.   At 
these  regional  conferences  we  shall  h-avo  several  hundred  fine  fellows  t?:?.o  will  be 
interested  in  carrying  on  a  far-reaching  and  progressive  program. 

Our  people  arc  now  preparing  to  get  in  vita,l  contact  ;vith  national  affairs. 
Soon  they  v/ill  be  so  well  informed  that  the  government  will  be  forced  to  socialize 
the  public  utilities  of  the  land  for  all  its  people.  That  can't  be  done  unless 
the  spirit  of  the  people  is  aroused  in  t;:.e  right  v/ay,  demanding  the  promotion  and 
solution  of  the  major  national  problems.   I  thinJc  we  caia  see  that  coming.   The 
people  themselves  see  the  goal  a:id  they  arc  beginnir-g  to  fully  realize  that  in  a 
democracy  you  caimot  have  a  beneficial  social  change  v/ithout  the  active  participa- 
tion of  a  well-educ.-.tcd,  straight-thiriing  citizenry.  If  you  v/a:it  the  cooperative 
to  develop,  to  talre  up  the  bigger  issues,  you  rmst  view  it  in  its  :^-olicc.tion  to 
the  whole  man.  And  we  must  remember  also  the  truth  v/hich  Mr*  Bov/en  ejrpressed  so 
well  last  night,  that  -jov.  cannot  reform  the  world  till  you  reform  the  world  around 
you. 

In  conclusion  mai'  I  say  that  v/c  feel  confident  v/e  have  a  program  that  v/ill 
wotk  for  you  just  as  it  is  v/orkii;!g  for  our  own  people  and  that  the  same  satisfying 
reaction  as  v/e  have  experienced  v/ill  b^  enjoyed  by  you. 
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By  A.  E.  Oance,  Head,  Department  of  Economics,  MaoSachusetts 
State  College,  Amherst,  I.'ass. 

I  cannot  let  the  occasion  pass  without  spealcing  in  the  highest  coramenda- 
tion  of  the  address  of  V.v,   I'acDonald  to  which  yoii  have  just  listened.   Fnile  it 
might  seem  that  cooperative  encouragement  in  the  Province  of  Nova  Scotia  is 
somev/hat  different  from  that  in  Massachusetts,  I  feel  sxxre  that  all  of  us  who 
have  listened  have  felt  t'.iat  the  principles  underlying  the  cooperative  movement 
arc  in  all  cases  the  sa:ne. 

The  cooperative  movement  must  rest  finally  on  a  knowledge  of  cooperation 
on  the  part  of  those  v7ho  cooperate.   This  Imowledge  is  not  o'ctained  in  a  day. 
It  is  a  ;natter  of  education,  either  formal  education  or  education  through  ex- 
perience. Mr.  LlaciDonald  has  made  it  -plain  that  no  cooperatives  are  permitted 
to  undertake  the  very  difficult  activities  or  organization  without  at  least  a 
preliminary  period  of  discussion  and  information  from  those  who  have  "been  throu^ 
the  mill  rjid  who  understand  not  only  the  principles  of  cooperation  hut  the  diff- 
culties,  responsihilities,  and  duties  that  devolve  upon  those  who  would  set  up 
an  organization  of  their  ovm. 

I  think  too  triat  you  will  appreciate  the  necessity  cf  soxmd  and  enthu- 
siastic leadership  in  Massachusetts  and  perhaps  in  all  Hev/  England.   I  feci 
that  perhaps  'wc  have  not  placed  heforo  our  people  the  possibilities  and  the 
impliciit ions  which  a.  group  of  people  who  would  cooperate  a-s  a  community  must 
recognize  and  acknov/ledge  heforc  a  successful  association  may  he  set  up.  The 
work  which  Mr.  MacDonald  has  done  in  sprcc^ding  the  cooperative  movement  deserves 
the  highest  comm.endation.   If  our  County  Extension  Service  and  other  Extension 
agencies  in  Massachusetts  were  imbued  vvith  the  sc\m.e  ideals  and  set  out  as  earn- 
estly and  enthusiastically  as  these  Nova  Scotiozis  have  to  develop  this  mutual 
movement  among  our  people  I  feci  that  we  wo\i.ld  give  to  cooperation  in  this  sta,te 
a  tremendous  impetus  and  would  teach  our  fai-mers  and  others  who  are  struggling 
along  as  individuals  the  advantages  and  possibilities  of  mutual  undertalrings. 

I  would  like  also  to  mention  the  fact  that  this  undertaking  in  ITova 
Scotia  comes  from,  a  private  institution,  and  that  it  is  perhaps  the  only  in- 
stance in  the  coujitry  v/here  a  privately  endowed  university  has  actively  talcen 
part  in  developing  self-reliance  and  mutual  endeavor  among  various  groups  of 
people  who  find  it  exceedingly  difficult  to  maize  a  prosperous  living  as  indi- 
viduals.  The  Institute  of  Cooperation  is  to  be  congratulated  in  being  able  to 
listen  to  a  man  who  has  been  an  inspiration  to  such  a  large  group  of  people  and 
who  can  point  to  so  many  successful  accomplishments  in  the  cooperative  field. 

Coming  particularly  to  the  matter  v/hich  I  laave  been  especially  asked  to 
discuss  ■-  cooperative  statute  law  -  I  may  say  at  the  outset  that  I  will  probably 
talk  of  matters  that  arc  somewhat  technical  and  it  is  entirely  possible  that 
some  of  you  will  not  be  interested  to  follov;  the  whole  discussion.   I  am  thinlc- 
ing  of  this  as  a  round  table  discussion  in  which  I  hope  those  who  are  especially 
interested  may  join. 
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In  the  first  place,  do  wc  need  a  cooperative  Ian?  The  answer  lies  in 
the  distinction  which  maat  he  drawn  hctwecn  a  cooperative  association  and  what 
I  may  call  a  joint  stoc]:  or  husincss  corporation.   Joint  otocl:  is  prohahly  not 
a  very  definitive  term,  hut  I  use  it  to  indicate  the  ordinary  husincss  corpora- 
tion that  is  set  up  as  a  profit  malcing  institution.  Both  the  cooperative  asso- 
ciation and  the  joint  stocl:  corporation  arc  now  usually  incorporated  under  state 
laws.   A  corporation  is  a  legal  body  which  has  a  long  history  ruiining  hacic  into 
English  c?.nd  Continental  practice. 

In  simple  tex-ns  the  purposes  of  incorporation  are  first,  the  limitation 
of  liability.   An  incorporated  orga::ization  as  a  legal  hodj'-  cpai  sue  and  ho  sued, 
as  a  corporation,  but  the  members  of  that  corporation  are  not  liable  for  its 
debts  any  more  than  or.c  person  is  liable  for  the  debts  of  anothr^r.   This  is 
true  in  general.   You  undorstazid,  of  course,  that  there  may  be  liability  if  the 
cho-rtcr  of  the  corporation  so  states.   Occasionally  v;c  have  double  liability, 
sometimes  triple  liability,  but  on  the  viiole,  the  first  purpose  of  the  coipora- 
tion  as  set  over  against  a  partnership  is  to  relieve  the  members  from  the  lia- 
bility of  the  debts  of  the  organization. 

T!ie  second  purpose  of  a  corporation  is  to  secure  from  a  large  number  of 
people  small  amounts  in  order  that  a  large  capital  ma^^  be  built  up.   Tiat  is  to 
say,  a  number  of  shajrcs  are  issued  and  the  "msiness  corporation  secures  its 
capital  by  the  sale  of  sh,ares  to  a  large  number  of  shareholders.   In  fact,  a 
business  corporation  is  a  combination  of  cr^itals.   Throughout  the  years  laws 
have  been  established  so  that  the  equity  which  each  one  of  the  shareholders  has 
in  the  corporation  as  definitely  established  can  bo  transferred  to  heirs  by  \Till. 

A   third  purpose  of  a  corporation  is  to  establish  an  organisation  with  an 
indefinite  period  of  exister.ce.   In  a  partnership,  of  course,  the  death  of  one 
partner  dissolves  the  partnership  but  a  corporation  may  go  on  even  though  the 
shareholder  dies  because  the  life  of  the  corporation  as  a  legal  body  is  either 
indefinite  or  is  definitely  fixed  by  law,  Tuis   continuity  of  existence  is  ex- 
ceedingly important  with  our  large  business  organizations.  Again  a  bu-sincss 
corporation  is  orgn,nized  for  profit.   T!ais  has  been  definitolj'  established  by 
our  courts,  in  fact,  it  has  been  said  by  certain  Supreme  Coui't  judges  that  a 
business  corporation  has  no  other  purpose  than  tho,t  of  maiii:Tg  profits  and  dis- 
tributing these  profits  to  the  shareholders. 

In  consequence  of  all  these  things  it  is  necessary  to  look  upon  the  bus- 
iness corporo.tion  as  a  profit  mailing  institution  and  its  shareholders  as  those 
v.'ho  arc  interested  only  in  owning  thebusiness  and  drawing  profit  from  that  own- 
ers'nip.   It  is  not  oven  necessary  t?ciat  the  shareholders  contribute  anything  to 
the  business  or  in  fact  l-j.:.ow  anything  about  the  "ousiness.  T~.c   common  stock- 
holders may  vote  but  they  vote  only  as  shareholders  and  ":.ave  one  vote  for  each 
share  of  stock  that  they  ow::i.   It  miglat  be  said  that  men  do  not  vote  but  s?.ares 
do. 

It  follov;s  from  this  also  that  all  the  profits  of  the  organization  or  the 
earnings  of  it  arc  distri>.ited  to  the  o'.rncrs  in  proportion  to  the  araou::t  of  cap- 
ital v;hich  they  have  contributed  or  the  number  of  shares  that  they  ovni  so  fnat 
a  shrareholdor  in  a  busii'.css  corporation  may  'lave  no  interest  in  the  bur.incss 
other  than  his  ownership  of  shares.  The  directors  may  establish  the  policies, 
conduct  the  affairs  of  the  organization  with  only  an  occasional  accounti:ag  to 
the  sh  ar  cho 1 do r  s  thereof. 
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Now  a  cooperative  corporation  is  in  many  respects  the  sc^jne  as  a  "business 
corporation.   It  is  a  legal  \>o^   \7laich.  laas  capital,  although  it  may  not  have  cap- 
ital stock.   It  does  distribute  the  earnings  or  savings  of  the  trasincss  to  its 
members.   It  does  have  an  unlimited  life  and  it  is  managed  in  general  by  a  board 
of  directors. 

On  the  other  ":and  a  cooperative  association  is  a  mutual  affair.   It  is  or- 
ganized by  a  group  of  people  w'io  join  together  to  do  their  own  business.  The  units 
in  a  cooperative  arc  the  members  thereof.  They  ovm  their  own  business  but  the 
ovmership  of  each  one  is  usually  represented  by  a  single  vote.   It  is  not  a  union 
of  capitals  or  of  money  but  a  union  of  individuals.  In  consequence,  of  course,  it 
presents  a  good  many  difficulties  in  its  operation.  Tlie  earnings  of  a  cooperative 
corporation  are,  as  you  know,  distributed  in  proportion  to  the  amount  of  business 
that  a  member  does  '.Tith  the  association  or  better  ,  in  proportion  to  the  assistance 
he  has  rendered;  that  is  to  say,  the  dividends  are  really  patronage  dividends. 
Capital  is  secured  at  the  market  rate  and  is  merely  a  tool  of  operation,  much  the 
same  a s  labor  and  machinery  are  tools  of  operation. 

Because  of  this  fact,  lav/s  relating  to  cooperatives  in  general  have  to  do 
with  the  relations  of  one  member  to  another  and  with  the  methods  of  conducting 
business  by  a  group  of  people  who  are  engaged  in  a  mutual  enterprise.   We  have 
said  that  the  voting  is  usually  on  the  basis  of  one  vote  per  member,  that  the  a- 
mount  of  capital  which  each  man  may  o\Tn  is  limited,  that  the  transfer  of  member- 
ship from  one  person  to  another  must  be  controlled  by  the  members  or  by  the  dir- 
ectors so  that  always  there  may  be  a  group  of  people  ikiQ   are  mutually  engaged  in 
a  business  in  v,'hich  ell  arc  interested  and  to  v/hich  all  contribute.  Laws  also 
provide  for  maintaining  the  loyalty  of  tZae  members  and  providing  that  each  member 
must  perform  his  duties  and  give  his  business  to  the  organization  with  v/hich  he 
is  connected.   Some  regard  too  must  be  had  for  outsiders  who  do  business  with  the 
organization  so  that  the  liability  of  members  for  debts  must  be  recognized. 

Now  the  history  of  cooperative  laws  in  the  United  States  is  long  and  inter- 
esting.  The  first  lav/s  that  v/e  find  definitely  setting  up  cooperatives  v;ere  spon- 
sored by  consumers  and  v;orking  men,   Tlac  Iiichigan  Law  of  1865  was  the  first.   T.^e 
Massachusetts  Law  of  1S66  was  the  second.   This  particular  law  was  comprehensive 
and  included  practically  any  form  of  business  that  individuals  desire  to  set  up. 
Previous  to  this,  the  coopera,tives  used  general  or  special  corporation  lav/s  modi- 
fied to  include  the  cooperative  principles. 

After  the  Grange  and  other  agricultural  organizations  developed,  the  Roch- 
dale principles  were  frequently  cited  and  the  Orange  especially  began  to  encourage 
cooperation  among  farmers  settir.g  up  societies  using  these  Rochdale  principles. 
In  the  West  a  number  of  our  creameries,  elevators,  and  the  like,  were  formed  by 
the  Grange,  later  b3'-  farmers  themselves,  some  of  them  under  the  general  corporation 
laws,  some  of  them  tuider  special  laws  which  v/crc  distinctly  cooperative. 

It  V7as  not  until  after  the  beginning  of  the  tvTentieth  century,  soy  1913. 
that  follovTing  the  example  of  VTisconsin  and  Nev;  York,  a  number  of  states  enacted 
cooperative  laws  for  stock  organizations.  Tnesc  laws  contained  in  general  the 
principles  that  I  I'^ve  mentioned  above.  One  man,  one  vote,  limited  capital,  both 
for  the  organization  and  for  the  individual  member,  regulation  of  the  transfer  of 
membership,  limited  interest  on  capital,  dividends  distributed  on  the  basis  of 
patronexge  and  usually  a  definite  limitation  of  the  use  of  the  term  cooperative, 
in  order  tliat  these  organizations  might  be  distinguished  from  business  corporations 
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The  i^ext   step  in  the  devolopment   of  cooperative  law  cajne  v/ith  the  Clayton 
jtoendracnt   to  the  A:iti-Trust  Act  wMcli  exempted  cfrom  the  operation  of  the  Sherman 
Act   organizations  of  laborers  and  associations   of  farmers  set  up  for  mutual  pur- 
poses ard  having  '^o   capital   stoch.      This  definition  of  a  cooperative  vns  of  course 
not   sufficiently  far  reaching,   Mt   it  seemed  to  lay  holy  Federal  h^nds  on  non- 
stock organizations.      The  United  States  Deprxtnent  of  Agriculture  at   once  formu- 
lated a  model   sot   of  by-laws  providing  for  farmers'    organizations  v/ith .ut  capital 
stock  and  a  number  of  capital  cooperatives  at  once  changed  their  c.iartcrs  and 
became  non-stock  organizations. 

The  final  stcio  so  fox  as  Massachusetts  is   concerned  in  the  enactment  of 
cooperative  lawwas  the  passage  of  a  non-stock  act  v/hich  applied  only  to  producers 
of  farm  products.      This  act  was  the   outcome  of  a  movement  initiated  by  Aaron 
Supero  vt.o   endeavored  to  assist   in  the  organization  of  what  he  called  coimodity 
cooperatives.     A  better  nco-ne  for  them  would  -mve  been  cooperative  organizations 
handling  all  or  a  lar-e  proportion  of  the  vi^olo  coirarnodity,   in  fact,    tne  P^^i^ciplc 
underlying  the  non-stock  coirmodity  cooperative  was  a  monopolistic  conurol  by  tiio 
cooperative  of  the  commodity  which  it  was  organized  to  ma.rket .    These  cooperatives 
were  called  marketing  cooperative  and  laws  which  promoted  their  org-ization  ."^ye 
been  passed  in  a  large  number  of  states.      The  Massachusetts  law  follows  ti:.c   earli- 
er Kentucky  law  and  includes   everything    mntained  in  that   law  t-iat  t.-c   General 
Court   of  Massachusetts  would  accept.      Tl-.c  Massachusetts  law  was  passed  about   ±9^3 
and  followed  the  setting  up  of  the  Tobacco  Association  in  the   Connecticut  Valley. 
T^e   enactment   of  this   law  leaves  Massac-^sctts  with  three   separate  and  distinct 
cooperative  laws.      They   arc  not  mutually  exclusive  ^out  t--e  1913  act  applies   only 
to  cooperatives  with  capital  stock.      The  1923  act   applies  only  to   organizations 
of  agricultural  producers  which  are  formed  without   capital  stoch. 

The  last  phase  of  cooperative  laws   in  the  United  States  is  the   enactment 
of  laws  which  arc  amending  the  Supero  acts  which  were  passed  in  the  early  twenties . 
Wisconsin,    Iowa,   and  Oregon,   to  naino  only  three  states.   l--ave   recently  modified 
their  cooperative  laws  mailing  them  comprehensive  enough  to   include  prac.ically  all 
forms   of  cooperatives   except  baris   and  insurance  companies,  and  setting  up  a  me 
thod  for  organization  of  both  stock  and  non-stock  organizations,      ^'he  reason  tor 
these  new  laws   is  plain.     All  of  them  wore   enacted  for  the  purpose   of  clari.yuig 
the  former  acts  and  bringing  order  out   of  the  somewhat  chaotic  J.aws  which^naa 
formerly  been  noasscd,    and  in  addition  malting  amendm.ents  which  d'J  a  awa^,-  w:' tn  cer- 
tain wealaiesses  that  --.ave  been  found  in  the  acts  after  they  have    ueo-.\  puo   m  oper- 
ation by  working  cooperatives. 

So  far  as  new  legislation  is  concerned  I  am  franlily  of  the  opinion  that 
Massachusetts  should  have  a  new  law  combining  the  essential  parts   of    the  t.^ree 
acts  now  on  the  statute  books.      That  this  new  law  should  Jncludu  only  tnose 
matters  which  refer  distinctively  to  cooperative  association-,   so  far  as  the   eoopei 
ative   is  a  corporation  a--.d  so  far  as  the  general  corporation  act   of  yk.s;iac.ri3c-cts 
or  ar^^  other  state  fits  the  form  of  a  cooperative  association  it    siiou-d  -.'emain  as 
it   is  and  should  not  b.j   included  in  a  cooperative  act.      A  new  act  shouii  firs^t 
define  a  cooperative  and  state  the  principles  upon  which  a  cooper a:l7c   buoiness 
Is  based.      In  the  second  place,    it    shoiild  provide  for  ciohor  s-ocir  or  non-stoc: 
organizations.      In  the  third  place,    it    should  malie  clear  tl^at  a  cooperative  ca:i  be 
set  up  establishing  a  different  method  of  voting  and  different  met.-.nd  -f  diviaends 
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from  that  of  a  "busineGa  corporation.   It  should  also  provide  for  the  relation- 
ships of  members,  for  exclusive  dealing,  for  contracts  "by  the  members  and  the 
organization,  and  for  determining  the  equity  of  individual  members.   It  should 
also  provide  for  the  matter  of  taxation  of  a  cooperative  organization  and  for 
its  liquidation. 

Of  somewhat  minor  matter  but  one  of  much  importance  to  small  associations 
is  the  filing  fee  which  should  be  sufficient  to  cover  the  cost  of  filin;';  and 
recording  but  not  so  high  r,s  to  discmrage  the  formation  of  local  associations 
who  plan  to  set  up  small  enterprises.   The  usual  fee  is  $5-00  to  $10.00  and  is 
stated  in  the  cooperative  act. 

^Iny  enactment  should  be  the  result  of  conference  and  discussion  by  all 
groups  interested  in  cooperative  enterprise.   Both  producer  and  consumer  groups, 
farmers  and  distributors,  buyers  and  sellers,  present  ai^d  prospective  cooperative 
associations  as  well  as  stu.dents  of  the  coopera.tivc  movement  should  unite  in  the 
formulation  of  the  act.   Irrived  at  in  this  v/ay,  and  based  on  the  experience  of 
many  years  and  study  by  legal  experts,  it  shcv.ld  be  possible  to  enact  a  satisfac- 
tory la;v.   If  the  provisions  are  made  general  rather  than  deto,iled  or  specific 
it  should  remain  a  satisfactory  law  for  many  years. 


